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INTROljlUCTORY NOTES 

The Internal Revenue Cumulative Bulletin 1949 — 2, in addition to 
all decisions of the Treasury Department (called Treasury Decisions) 
pertaining to Internal Revenue matters, contains opinions of the Chief 
Counsel for the Bureau of Internal Revenue, and rulings and decisions 
pertaining to income, estate, gift, sales, excess profits, employment, 
social security, and miscellaneous taxes, and legislation affecting the 
revenue statutes, as indicated on the title page of this Bulletin, pub- 
lished in. the Bulletins (1949, Nos. 14 to 26, Inclusive) for the period 
July 1 to December 31, 1949. It also contains a cumulative list of 
announcements relating to decisions of The Tax Court of the United 
States, formerly the United States Board of Tax Appeals, published 
in the Internal Revenue Bulletin Service from July 1 to December 31, 
1949. 

Income tax rulings are printed in two parts. The rulings under 
the Internal Revenue Code are printed as Part I, the law headings 
corresponding with the sections of the Code, as amended, and the 
regulations headings corresponding with the section headings of Regu- 
lations 111 or 103. Rulings under the Revenue Act of 1988 and prior 
revenue acts are printed as Part II, the law headings corresponding 
with the section headings of those revenue acts and the regulations 
headings corresponding with the article headings of the applicable 
regulations. 

Rulings under Titles VIII and IX of the Social Security Act and 
under Subchapters A and C, Chapter 9, of the Internal Revenue Code 
in force prior to January 1, 1940, are published under article headings 
of Regulations 91 and 90, respectively; rulings under Subchapters A 
and C, Chapter 9, of the Code in force on or after January 1, 1940, are 
published under the section headings of Regulations 106 and 107, 
respectively; rulings under the Carriers Taxing Act of 1937 and under 
Subchapter B, Chapter 9, of the Code for periods prior to January 1 

1949, are published under the article headings of Regulations 100, an(I 
rulings under Subchapter B, Chapter 9, of the Code for periods subse- 
quent to December 31, 1948, will be published under the section head- 
ings of Regulations 114. 

A B B R E VI ATION S 

The following abbreviations are used throughout the Bulletin: 

A, B, C, ctc. — The names of individuals. 
A. R. M. — Committee on Appeals snd Review memorandum. 
A. R. R. — Committee on Appeals snd Review recommendation. 
A. T. — Alcohol Tax Unit. 
B. T. A. — Board of Tax Appeals. 
C. B. — Cumulative Bulletin. 
Ct. D. — Court decision. 
C. S. T. — Capital Stock Tax Division. 
C. T. — Taxes on Employment by Carriers. 
D. C. — Treasury Department circular. 

(III) 



IV 

Em. T. — Taxes imposed by the Social Security Act, the Carriers Taxing Act of 1937, and Subchapters A, B, and C of the Internal Revenue Code. E. P. C. — Excess Profits Tax Council ruling or memorandum. E. T. — Estate and Gift Tax Division. 
G. C. M. — General Counsel's, Assistant General Counsel's, or Chief Counsel's 

memorandum. 
I. R. B. — Internal Revenue Bulletin. I. R. C. — Internal Revenue Code. I. T. — Income Tax Unit. 
M, N, X, Y, Z, etc. — The names of corporations, places, or businesses, according 

to context. 
Mim. — Mimeographed letter. 
MS. or M. T. — 1Vliscellaneous Division. 
O. or L. O. — Solicitor's law opinion. 
O. D. — Office decision. 
Op. A. G. — Opinion of the Attorney General. 
P. T. — Processing Tax Division. 
S. T. — Sales Tax Division. 
Sil. — Silver Tax Division. 
S. M. — Solicitor's memorandum. 
Sol. Op. — Solicitor's opinion. 
S. R. — Solicitor's recommendation. 
S. S. T. — Taxes on Employment by others than carriers. 
T. — Tobacco Division. 
T. B. M. — Advisory Tax Board memorandum. 
T. B. R. — Advisory Tax Board recommendation. 
T. C. — Tax Court of the United States. 
T. D. — Treasury Decision. 
x and y are used to represent certain numbers, and when used with the word 

"dollars" represent sums of money. 

ANNOUNCEMENT RELATING TO DECISIONS OF THE TAX COURT OF THE UNITED 
STATES, FORMERLY KNOWN AS THE UNITED STATES BOARD OF TAX APPEALS 

In order that taxpayers and the general public may be informed 
whether the Commissioner has acquiesced in a, decision of The Tax 
Court ~f the United States, formerly known as the UDited States 
Board of Tax Appeals, disallowing a deficiency in tax deteImined by 
thc Commissioner to be due, announcement will be made in the bi- 

weekly Internal Revenue Bulletin at the earliest practicable date. 
Notice that the Commissioner has acquiesced or nonacquiesced in a 

decision of the Tax Court relates only to the issue or issues decided 
adversely to the Government. Decisions so acquiesced in should be 
relied upon by officers and employees of the Bureau of Internal 
Revenue as precedents in the disposition of other cases. 
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January-June, 1942 (1942-1) 
July-December, 1942 (1942-2) 
January-December, 1943 (12 months) 
January-December, 1944 (12 months) 
January-December, 1945 (12 months) 
January-June, 1946 (1946-1) 
July-December, 1946 (1946-2) 
January-June, 1947 (1947-1) 
July-December, 1947 (1947-2) 
January — June, 1948 (1948-1) 
July-December, 1948 (1948-2) 
January — June, 1949 (1940 — 1) 
July-December, 1949 (1949 — 2) 

art 2) 

1 — 655 
656-1033 

1034 — 1368 
1369-1710 
1711-1996 

1-112 
113-265 
266-356 

1 — 383 
384-665 
666-956 

957-1276 
1277-1641 
1642-1949 
1950-2251 
2252 — 2fi23 
2524 — 2813 
2814- 3026 
3027-3291 
3292 — 3557 
3558-3784 
3785-4052 
4053-4248 
4249-4487 
4488-4683 
4684-4887 
4888-5124 
5125 — 5338 
5339 — 5531 
5532-5961 
59G2-6262 
G263-6581 
6582-6871 
6872-7224 
7225-7563 
7564-7884 
7885-8149 
8150-8459 
8460-8792 
8793 — 9118 
9119-9424 
9425-9G54 
9655-9896 

9897-10126 
10127-10304 
10305-10548 
10549-10761 
10762-10943 
10944-11138 
11139-11302 
11303 — 11590 
11591-11916 
11917-12200 
12201-12332 
12333-12465 
12466-12580 
12581-12721 
12722 — 12841 
12842-12998 
12999-13119 
13120-13266 

i vI I) 





THK TAX COURT OF THK UNITKD STATES 

CUMULATIVE LIST OF ANNOUNCEMENTS RELATING TO 
DECISIONS OF THE TAX COURT OF THE UNITED 
STATES PUBLISHED IN THE INTERNAL REVENUE BULLE- 
TIN SERVICE FROM JULY 1, 1949, TO DECEMBER 31, 1949, 
INCLUSIVE 

1949-26-13258 
The Commissioner acqniesces in the following decisions: 

Taxpayer Docket 
No. 

Report 

Volume Page 

A 
Abbe, Richard Frank 
Allen, Jr. , Clifford R 
Atlumor Manufacturing Co. , Inc 

18064 
17721 
16945 

12 
12 
12 

900 
227 
949 

Beggs Eleanor Hughes, estate of ' 
Bell, Irene L 
Benson et ux. , Marcus O. ' 
Berger, Joseph 
Berger k Sherin, Inc 
Blackstone Theatre' Co. (formerly Slavin Amusement 

Co. ) 
Bradbury, I. C. ' 
British Timken Limited 
Brody k Sons Co. , F 
Bucholz, John Wilhelm 4 

Bucholz, Naomi Towle 4 

17848 
17093 

110010 
18228 
18229 

17318 
45780 
15210 
12128 
14227 
14225 

18 
13 

13 
13 

12 
23 
12 
11 
13 
13 

131 
344 

12 
221 
221 

801 
1352 
880 
298 
201 
201 

Cadwallader, B. W. , estate of 
Cadwallader, Rose M. , executrix of estate of B. W. 

Cadwallader 
City Bank Farmers Trust Co. , executor of estate of 

Lillian May Schroeder ' 
Clark et al. , Elroy N. , trustees of Charles W. Water- 

man Trusts ' ' 
Clement, Carolyn J. , estate of ' 
Clement et al. , Norman P. , executors of estate of 

Carolyn J. Clement" 

798 

798 

19381 

81301 
12521 

12521 

13 

13 

1 
13 

13 

214 

214 

259 

663 
19 

19 

D 
Darnell T. H 14315 
Durst Productions Corporation s 0867 I s IAQ 

12 
8 

475 
1326 

' Board of Tax Appeals. 
' Estate tax decision. 
s Nonacquiescenco published in Cumulative Bulletin 1943, page 27, withdrawn. 
4 Nonacquiescenco published in Cumulative Bulletin Xl-2 (1932), page 11, withdrawn. 

t Partial nonacqulesccnce published in Cumulative Bulletin 1943, page 23, withdrawm 

'Acquiescenco limited to the result, published in Cumulative Bulletin 1947-2, page 2, withdrawn. 

(1) 



Act]ztzsczxczs — Continued 

Taxparer 
Docket 

Ko. 

Report, 

Vo]ume p~e 

E 
Eifcrt, Earl C. ' 
Essex Construction Co. , Inc 

45781 
20238 

" 23 
12 

1352 
1212 

Farquhar, Naomi ICingsbury Bucholz ' 
Felix, Albert T 
First National Bank of Mobile, executor of estate of 

Aaron Lowenstein 
First A'isconsin Trust Co. , executor of estate of Cyrus 

C. Yawkey ' 
Flagg knitting Co. , Inc. , J. T 
Fruehauf, Harvey C 

14228 
18828 

13 
12 

201 
933 

16241 
15502 
8790 

12 
12 
12 

1164 
394 
681 

12411 12 694 

Glassell, A. C 
C. lassell, Jr. , A. C 
Glassell, I illian Bacon 
Gordon, James D. ' 
Gorman Luntber Sales Co 

14412 
14411 
14410 
12956 
18116 

12 
12 
12 
10 
12 

232 
232 
232 
772 

1184 

EIall, Grace It. ". 11axson 

Harvey Coal Corporation 
Hcller 4'r Son, Inc. , L 
Hoss, Sidney 
Hitchcock, Carleton C 
Hitchcock, Claude R 
Hitchcock, Harold hf 
Hitchcocl-, I ucy 'Vttrr 
Elitchcock, Margaret Ann 
Hitchcock, Ralph C 
Hitchcock, Jr. , Ralph C 

11090 
2451 
5896 

18987 
17039 
18619 
18620 
18618 
13623 
13621 
18617 
13622 

12 

12 

12 
12 
12 
12 
12 
12 
12 
12 
12 

419 

596 

1109 
773 

22 
22 
22 
22 
22 
22 
22 

J 
Jorden. D. J 13735 11 914 

IK 
Ivaufn]an. Morgan S 17098 12 1114 

15816 13 173 
Larkin, Alice Iv. , estate of s 

Larkin, Creorge A. , executor of estate f Al' K. o ice 
15816 
5767 
9938 

12320 
12586 
11159 
12411 
17698 

Leliigh Valley Railroad Co 

I, eonard Refineries, Inc 
I, owenstcin, Aaron, estate of 
Lucan, Christine 'Al 

~ Board of Tax X a]s ppc 
& Xonacquiesccncc published in Cumuia u ative Bu]]etsn XI-2 (]tr]2), page 12, withdrawn. 
s Fsiair tos decision 
' gonne Xonacquicscencc puhiished in Cumulative Bu]iet n 1948-2, i, page S, withdrawn. 

13 173 

12 977 

100]] 
694 

1083 

11 
12 
12 



Ac4tnrEscEtfcEs — Continued 

Taxpayer 
Docket 

No. 

Report 

Volume Page 

M 
Marks & Co. , Carl 
Marsh, W F 
Mellon National Bank & Trust Co. , successor by 

merger and consolidation to The Lrnion Trust Co. of 
Pittsburgh, executor of estate of Eleanor Hughes 
Beggs 1 

Meredith, Owen 
Merz, Frederick 0 
Mitchell, John F. B 
Myers, Guy C 

N 
Nachman, Morris 
National Bank of Commcrce in Memphis, executor 

under the last will and testament of John B. Snowden, II 
National Builders, Inc 
North Jersey Quarry Co 

R 
Rainger, Elizabeth, executrix of estate of Ralph Rainger ' 
Rainger, Ralph, estate of ' 
Rite-Way Products, Inc 

S 

Saxton, Eugene F. , estate of ' 
Saxton, Martha P. , individually and as sole executrix 

of tlie last will and testament of Eugene F. Saxton 1 

Schroeder, Lillian May, estate of ' 
Sherin, Harry 
Simon, Israel A 
Simon, Virginia J 
Snowden, II, John B. , estate of 
Spiegel et al. , Lena S. , cocxecutors of estate of Modie 

J. Spiegel 
Spiegel, Modie J. , estate of 
Sporl & Co. , Inc. , C. A. ' 
Standard Oil Co. of New Jersey 

T 
Texas Co. 1Caribbean), Ltd. , The 
Tobias, William L 
Toledo Blade Co. , The 
Toledo Terminal Railroad Co. , The 
Topeka Insurors, Thc 
Tyler, Grover 

V 
Van Tuyl, E. Everett 

W 

Waterman Trusts, Charles W. ' ' 
KolA' et ux. , Donald D 
Wooten, Hoyt B 

15187 
17539 

17343 
15569 
17837 
17461 

914 
3216 

15990 

14316 
15015 
16182 

8995 
8995 

14314 

I 6552 

16552 
19381 
18222 
17704 
17703 
14316 

1465i8 
14658 
90354 

7512 

17621 
15991 
12827 
16526 
15376 
17875 

18053 

81301 
17548 
11987 

12 
12 

13 
12 
12 
13 
11 
12 

12 

12 
12 
13 

12 
12 
12 

12 

12 
13 
13 
12 
12 
12 

12 
12 

~40 
11 

12 
12 
11 
13 
12 
13 

12 

1 
12 
12 

1196 
1083 

131 
344 

1076 
368 
447 
648 

f204 

47o 
852 
194 

483 
483 
475 

569 
259 
221 

1083 
1083 
475 

524 
524 
829 
843 

925 
1204 
1079 

64 
428 
186 

900 

663 
1083 
659 

Yawkey, Cyrus C. , estate of ' 16241 12 1164 

' Board of Tss Appeals. 
t Estate tas decision. 
r Nonacquiesccncc published in Cumulative Bulletin 1940-1, page 8, withdrawn. 
' Partial ncnacquiesccnee published in Cumulative Bulletin 1943, page 41, withdrawn. 



The Commissioner does NOT acquiesce in the following decisions 

Tsxpsrer 
Docket 

No. 

Report 

Volume psse 

Ames Trust tit Ss, vings Bank 

Bowen, Truman 

14982 

12319 

12 770 

12 

Community Public Service Co 

Emerson, Isaac 

Fawn Lake Ranch Co 

17066 

16100 

11341 

12 893 

12 875 

12 1189 

Horton, Eileen H 
EIorton. Rodney B 

20611 
20610 

13 
13 

143 
143 

Loughridge, Marjorie Mead, executrix of estate of 
Paul Loughridge ' 

Loughridge, Paul, estate of ' 
9780 
9780 

968 
968 

Mellon, Richard E 
Mills, Edward M. ' 
Mnool-in, Dora, executrix of estate of Samuel 

Mnoo kin 
Mnookin, Samuel, estate of 
Mojonnier 6t Sons, Inc 
Mutual Fire, Marine 6s Inland Insurance Co„The 

N 
Novak, C. Ray 
Novak, Dorothy 

15101 
12316 
18082 

17210 
17210 
12908 
18050 

16744 
16745 

12 

12 
12 
12 
12 

90 

468 

744 
744 
837 

1057 

341 
341 

S 
Scaife, Sarah Mellon 
Strauss, Max, also known as 
Stringham, L. Keever 
Switlik, Lottie 
Switlik, Richard 
Switlik, Stanley 
Switlik, Walter 

Marx Strauss, estate of ' 
15102 
17372 
17101 
17162 
17164 
17160 
17163 

12 
18 
12 
13 
18 
13 
18 

90 
159 
580 
121 
121 
121 
121 

T reganowan, Marjorie F. , executrix of estate of Max Strauss, also l-nown as Marx Strauss ' 17372 18 159 

t Estate tax decision. 
s Gift tax decision. 



INCOME YAX RUj& IXGS. — PART I 
INTERNAL REVENUE CODE 

CHAPTER 1. — INCOME TAX 

SUBCHAPTER B. — GENERAL PROVISIONS 
PART II. — COMPUTATION OF NET INCOME 

SECTION 29(a). — GROSS INCOME: GEVERAL 
DEI IiVITION 

SEcTIGN 19. 92 (a) — 1i REGULATIONs 108: &Vhat 
included in gross income. 

(Also Section 181, Section 19. 181 — 1. ) 

1949 — 16-18189 
Ct. D. 17&23 

INCOME TAX — INTERNAL REVENUE CODE — DECISION OI' SUPRYXIL' COURT 

1. &I Ross INOOME — FAMILv PARTNERSHIP. 

A partner's intention to contribute capital or services to the part- 
nership sometime in the future is not sutiicient to satisfy ordinary 
concepts of parinership as required in Commissioner v. Toioer (927 
U, S, 260; Ct. D. 1670, C. 8, 1046 — 1, 11) for application in family 
partnership tax cases. The decision in the Tower case clearly indi- 
cates the ii»portance of participation in the business by the partners 
during the tax year. The Tax Court's use of "vital services" or 
"original capital" tests in this case ignores the required determina- 
tion of whether the partnership is real within the meaning of the 
Ee&leral revenue laws, which determination depends upon the 
partners' intention of joining together in good faith in the present 
conduct of an enterprise. The distinction between active participa- 
tion in the affairs of the business by a donee of a share in the 
partnership on the one hand, and his passive acquiescence to the will 
of the donor on ihe other, is of importance in determining the true 
intent of the parties. 
2. DEOISION REVERSED AND CAUsE REMANDED. 

Decision of thc Court of Appeals for the I&'ifth Circuit (168 Fed. 
(2d) 070) reversed, and cause rema. nded to the Tax Court for de- 
cision as to which, if any, of respondent's sons were partners with 
him in the operation of the business during 1940 and 1941. 

SUPREME CoURT oF TIIE UNITED STATEs 

Commission&r of Internal Revenue, petitioner, v. IV. O. Culbertson, Sr. , and 
6la&tys Culbertson 

Oa writ of certiorari to the United States Court of Appeals for the Fifth Circuit 

[June 27, 1040l 

OPINION 

Mr. Chief Justice VINsoN delivered the opinion of the Court. 

This case requires our further consideration of the fanlily partnership problem. 
The Corumissioner of Internal Revenue ruled that the entire income from a 

(5) 



$ 19. 22 (a) — 1. ] 

partnership allegedly entered into by respondent and his four sons must be taxed 

to respondent, ' and the Tax Court sustained that determination. The Court of 

Appeapls for the Fifth Circuit reversed. 168 Fed. (2d) 979. We granted certio- 

rari, 335 U. S, 883, to consider the Commissioner's claim that the principles pf 

Commissioner v. To&rer, 827 U. S. 280 (1940) [Ct. D. 1670, C. B. 1940 — 1, 11], and 

I~usthcwu v. Commissioner, 827 U'. S. 293 (1946) [Ct. D. 1609, C. B. 1940 — 1, 9], have 

been departed from in this and other courts of appeals decisions. 
Respondent taxpayer is a rancher. I&'rom 1915 until October, 1989, he had 

operated a cattle business in partnership with R. S. Coon. Coon, who had 

numerous business interests in the Southwest and had largely financed the 

partnership, was 79 years old in 1939 and desired to dissolve the partnership 

because of ill health. To that end, the bulk of the partnership herd was sold 

until, in October of that year, only about 1, 500 head remained. These cattle were 

all registered Herefords, the brood or foundation herd, Culbertson wished to 

keep these cattle and approached Coon with an offer of $05 a head. Coon agreed 
to sell at that price, but only upon condition that Culbertson would sell an 

undivided one-half interest in the herd to his four sons at the same price. His 
reasons for imposing this condition were his intense interest in maintaining the 
Hereford strain which he and Culbertson had developed, his conviction that 
Culbertson was too old to carry on the work alone, aud his personal interest in 
the Culbertson bovs. Culbertson's sons were enthusiastic about the proposition, 
so respondent thereupon bought the remaining cattle from the Coon and Culbert- 
son partnership for $99, 440. Two days later Culbertson sold an undivided 
one-half interest to the four boys, and the following day they gave their father 
a note for $49, 720 at 4 percent interest due 1 year from date. Several months 
later a new note for $57, 074 was executed by the boys to replace the earlier note. 
The increase in amount covered the purchase by Culbertson and his sons of 
other properties formerly owned by Coon and Culbertson. This note was paid by 
the boys in the following manner: 

Credit for overcharge $5, 980 
Gifts from respondent 21, 744 
One-half of a loan procured by Culbertson & Sons partnership 80, 000 

The loan was repaid from the proceeds from operation of the ranch. 
The partnership agreement between taxpayer and his sons was oral. The 

local paper announced the dissolution of the Coon and Culbertson partuership 
and the continua(ion of the business by respondent and his boys under the name 
of Culbertson & Sons. A banl- account was opened in this name, upon which 
taxpayer, his four sons and a bool-keeper could check. At the time of formation 
of the new partnership, Culbertson's oldest son was 24 years old, married, and 
living on the ranch, of which he had for 2 years been foreman under the Coon and 
Culbertson partnership. He was a college graduate and received $100 a month 
plus board and lodging for himself and his wife both before and after formation 
of Culbertson & Sons and until entering the Army. The second son was 22 
years old, tvas married and finished college in 1940, the first year during which 
the new partnership operated. He weut directly into the Army following grad- 
uation and rendered no services to the partnership. The two younger sons, who 
were 18 and 10 years old respectively in 1940, went to school during the winter 
and worked on the ranch during the summer. ' 

The tax years here involved are 1040 and 1941. A partnership return was filed 
for both years iudicating a division of income approximating the capital attrib- 
uted to each partner. It is the disallowance of this division of the income from 
the ranch that brings this ease into the courts. 

First. The Tax Court read our decisions in Commissioner v. Totocr, supra, and 
gntstfians v. Commissioner, snpra, as setting out two essential tests of partnership 
for income tax purposes: that each partner con. tribute to the partnership either 
vital services or capital originating with him. Its decision was based upon a 
finding that none of respondent's sons had satisfied those requirements during 
the tax years in question. Sane(, ion for the use of these "tests" of partnership 
is sought in this paragraph from our opinion in the Tower case: 

"There can be no question that a wife and a husband may, under certain cir- 
cumstances, become partners for tax, as for other, purposes. If she either invests 

' Gladys Culbertson, the wife of W. O. Colbertsom Sr. . is lolped as a partv because of het 
community of interest in the property and income of her husband under Texas law. s A dauxhter was also made a. member of the partnership some time after its formation 
upon tbe gift by respondent of one-quarter of bis one-half interest in the partnership. 
Respondent did not contend before the Tax Court tbat sbe was a partner for tax purposes. 



capital originating with her or substantially contributes to the control and man- 
agement of the business, or otherwise performs vital services, or does all of 
these things she may be a partner as contemplated by 26 U. S. C. sections 181, 182. 
The Tax Court has recognized that under such circumstances the income belongs 
to the wife. A wife may become a general or a limited partner with her husband. 
But when she does not share in the management and control of the business, con- 
tributes no vital additional service„and where the husband purports in some 
way to have given her a partnership interest, the Tax Court may properly take 
these circumstances into consideration in determining whether the partnership is 
real ivithin the meaning of the Federal revenue laws. " 327 U. S. at 290 [C. B. 
1946-1, 14-16], 
It is the Commissioner's contention that the Tax Court's decision can and should 
be reinstated upon the mere reaffirmation of the quoted paragraph. 

The court of appeals, on ihe other liand, was of the opinion that a family 
partnership entered into without thought of tax avoidance should be given 
recognition taxwise whether or not it was intended that some of the partners 
contribute either capital or services during the tax year and whether or not 
they actually made such contributions, since it was formed "with the full expec- 
tation and purpose that the boys would, in the future, contribute their time and 
services to the partnership. "' We must consider, therefore, whether an inten- 
tion to contribute capital or services sometime in the future is suffieient to satisfy 
ordinary concepts of partnership, as required by the Tower case. The sections 
of the Internal Revenue Code involved are sections 181 and 182, ' which set out 
the method of taxing partnership income, and sections 11 and 22 (a), ' which relate 
to the taxation of individual incomes. 

In the Tower case we held that despite the claimed partiiership, the evidence 
fully justified the Tax Court's holding that the husband, through his oivnership 
of the capital and his management of the business, actually created the right to 
receive and enjoy the benefit of the income and was thus taxable upon that entire 
income under sections 11 and 22(a). In such case, other members of the 
partnership cannot be considered "Individuals carrying on business in partner- 
ship" and thus "liable for income tax " * " in their individual capacity" 
within the meaning of section 181. If it is conceded that some of the partners 
contributed neither capital nor services to the partnership during the tax years 
in question, as the court of appeals was apparently willing to do in the present 
case, it can hardly be contended that they are in any way responsible for the pro- 
duction of income during those years. ' The partnership sections of the Code are, 
of course, geared to the sections relating to taxation of individual income, since 
no tax is imposed upon partnership iucome as such. To hold that "Individuals 
carryin ~ on business in partnership" include persons ivho contribute nothing 
during tlie tax period would violate the first principle of income taxation: that 
income must be taxed to him who earns it. Lttcas v. Earl, 281 U. S. 111 (1980); 
Helvcrinp v, Chfford, 809 U. S. 881 (1940) [Ct. D. 1444, C. B. 1940 — 1, 106]; 
3(ational Cttrf&idc Corp. v. Comnti ss(oner, 836 U. S. 422 (1049) [Ct. D. 1718, C. B. 
1949 — 1, 16, "&]. 

Furthermore, our decision in Commissioner v. Totper, supra, clearly indicates 
the importance of participation in the business by the partners during the tax 
year. We there said that a partnership is created "when persons join together 
their money, goods, labor, or skill for the purpose of carrying on a trade, pro- 
fession, or business and vvhere there is community of interest in the profits and 
losses. " This is, after all, but the application of an often iterated definition of 
income — the gain derived from capital, from labor, or from both combined' — to 
a particular form of business organization. A partnership is, in other words, an 

s 108 Fed. (2d) 979 at 982. The court further said: "Neither statute, common sense, 
nor tmpe)linn precedent requires the hoMin tbat u partner must contribute capital or render 
services to the pa«tncrsbip prior to tbe time that be is tal'en into it. These tests are 
equally effective wbetber the capital and the services uce presently contributed or are later 
to be contributed or to be rendered. " Id. ut 983. See note, 47 )(fich. L. Rev. 595. 

42G U. S. C. sections 181, 182. 
s 2G U. S. C. sections 11, 22(a). 
s Of course one who bas been a bona fide partner does not lose that status when he is 

cal)ed into military or Govern&ment service, and the Commissioner bas not so contended. 
On the other band, one hardlv becomes a partner in the conventional sense merely because 
he might have done so had be not been called. 

v E&su&i v. t&facombc«252 U. S, 189, 207 (1920) IT. D. 3010, C. B. 3, 25 (1920)]; . )fc«- 
chaste t can cf 7'«nst Oo, v. Smictant'a, 255 U. S. 509, 519 (1921) (T. D. 3173. Ct. D. G 

C. B. 4, 3~4 (1921) ]. See Treasury Regulations 101, art. 22(a) — 1. see 1 i(lertens, Lan& o]' 
Ecdc«a/ Income Taaation, 159 et seq. 
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of income to which each partner contributes one 
organization for the production of incom 

g i o o — p me — ca ital or services. ar v. 

o eet the demands of sections 11 and 22(a) of the Code 4 1859 . The intent to provide money, goo s, a or, o 

h h' 1 bor d skill d 
a 

11 i Th 1 h ntl earns the income through is own a 
' 

n f his own cayital be taxed t ere or. e 
d faith i~tent as to future conduct as a basis 

ence preclude reliance upon even goo ai in 

for the yresent taxation of income. ' 
Second. We turn nex o a con i . -t t consideration of the Tax Court s approach to the 

h' blem. It treated as essential to membership in a ainilv f ' 
r 

family partnership pro em. re rvices" or "ori 
artnership for tax purposes the contribution of either vital servi 

U f tl s "tests" of partnership indicates, at best, an error 

It hat we said is the ultimate question for decision, 

namely, "whether the partnership is real within the meaning of the Federal 

d k decisive what we describe as "circumstances [to be 
&0 

taken] into consideration" in making that determination. 

The Tower case thus provides no support for such an approach. We there said 

that the question whether the family partnership is real for income tax purposes 

depends upon "&vhether the partners really and truly intended to join together for 

s f rying on the business and sharing in the profits and losses or 

both. And their intention in this respect is a question of fact, to be determine 

from testimony disclosed by their 'agreement, considered as a whole, and by their 

conduct in execution of its provisions. ' Bre»n&c&t v. Lot&dot& Assnraz&ce Co. , 1 3 

U. S. ol, 58; Coz v. Hiclcman, 8 H. L. Cas. 288. We see no reason why this 

general rule should not apply in tax cases where the Government challenges the 

existence of a partnership for tax purposes. " 827 U. S. at 287 [C. B. 1946 — 1, 13]. 
Th q estion is not whether the services or capital contributed by a partner are 

of sufficient importance to meet some objective standard supposedly establis e 

by the Tower case, but whether, considering all the facts — the agreement, the con- 

diict of the parties in execution of its provisions, their statements, the testimony 

of disinterested persons, the relationship of the parties, their respective abili- 

ties and capital contributions, the actual control of income and the purposes for 

which it is used, and any other facts throv&ing light on their true intent — the 

yarties in good faith and acting with a business purpose intended to join together 

in the present conduct of the enterprise. " There is nothing new or particularly 
difficult about such a test. Triers of fact are constantly called upon to deter- 

' The reductio ad o»s»r»um of the theory that childreu may be partners with their parents 
befoyf they are capel&le of being entrusted with tlie disposition of partnership funds or of 
contributing substantial services occurred in T&»boff v. Commissioner, 120 Fed. (2d) 564, 
wh&re a taxpayer u&afie his son a partner in his accounting firm the day the son was born. 

' Wliile the &fax Court ivent on to consider other factors, it is clear from its opinion that 
a contribution of either "vital services" or 'oriidnal capital" was considered essential to 
membership in the uartnersl&ip. After finding that none of respondent's sons had, in the 
court's opinion, coutributed either, the court continued: "In addition to the above inquiry 
as to the presence of those elements deemed by the Tower ease essential to partnersbips 
recognizable for I~'e&lcral tax purposes, '" s s" 6 CCEI TCM 692, 699. Again, tne 
court commented: 

"Though the petitioner urges that many cattle businesses are composed of fathers and 
sons, and that the nature of the industry so requires, we think the same is probably equally 
true of other industries where men wish to take children into business with them. Never- 
theless, we think that fact does not override the many decisions to the general etfect that 
partners niust contribute capital originating with them, or vital services. " Id. at 700. "See btaunheimec au&E Ailook, A. Taxivise Bvaluatiou of Ii'amily partnerships, 32 Iowa 
L. Rev. 436, 447 — 48. 

"This is not, as ive understand it, contrary to the approach taken by the Bureau of 
Internal Reveni&e in its most receut statement of policy. I. T. 3845, C. B. 1947 — 1, 66i 
states at page 67: 

"Where persons wbo are closely related by blood or marriage enter into an agreen&ent 
purporting to create a so-callefi family partnership or other arrangement with respect to the 
operation of a business or income-producing venture, under which agreement all of tbe 
parties are accorded substantially the same treatment an&i consideration with respect to 
their desiguated interests and prescribed responsibilities in the business as if they were 
strangers dealing at arm's leng&h; where the a. ctions of the parties as legally responsible 
persons evidence an intent to carry on a business in a partuership relation; and where the 
ter&us of such agreement are substantially followed in the operation of the business or 
venture, as &veil as in the dealings of the partners or members with each other, it is tl&e 
policy of the Bureau to disregard the close family relationship existing between the parties 
and to recognize, for l~'ederal income tax purposes, the division of profits prescribed by such 
agreement. Elouever, uhere the instrument purporting to create the family partnersh&P expressly provides that the wife or chihl or other member of the family shall not be required to participate in the management of the busiuess, or is ruerely silent on that point, the extent anil nature of the services of such individual in the actual con&iuct f th b s&ne» will be 'r gi en appropriate evidentiary weight as to the questiou of intent to carry on the 

o e ui 
business as partners. " 
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mine the intent with which a person acted. " The Tax Court, for example, must 
make such a determination in every estate tax case in which it is contended that a 
transfer was made in contemplation of death, for "The question, necessarily, is as 
to the state of mind of the donor. " United States v. Wells, 288 U. S. 102, 117 
(1981) [Ct. D. 340, C. B, K — 1, 475, 480 (1981)]. SeeALlen v. Trttst Co. of Georgia, 
826 U. S. 680 (1946) [Ct. D. 1667, C. B. 1946 — 1, 282J. Whether the parties really 
intended to carry on business as partners is not, we think, any more difiicult of 
determination or the manifestations of such intent any less perceptible than is 
ordinarily true of inquiries into the subjective. 

But the Tax Court did not view the question as one concerning the bona fide 
intent of the parties to join together as partners. Not once in its opinion is 
there even an oblique reference to any lack of intent on the part of respondent 
and his sons to combine their capital and services "for the purpose of carrying 
on the business. " Instead, the court, focusin ~ entirely upon con&. epts of "vital 
services" and "original capital, " simply decided that the alleged pari, ners harl 
not satisfied those tests when the facts were compared with i, hose in the Toxver 
case. The court's opinion is replete with such statements as "we discern nothing 
constituting what we think is a requisite contribution to a real partner- 
ship a a * We find no son adding 'vital additional service' which vvould 
take the place of capital contributed because of formation of a partner- 
ship ' " * it is clear that the sons made no capital contribution within the 
meaning of the Tower case, " " 

Unquestionably 6, court's determination that the services contributed by a 
partner are not "vital" and that he has not participated in "ma. nagement and 
control of the business"" or contributed "original capital" h;&s the effect of 
placing a heavy burden on the taxpayer to show the bona fide intent of the parties 
to join together as partners. But such a determination is not conclusive, and 
that is the vice in the "tests" adopted by the Tax Court. It assun&es that there 
is no room for an honest difference of opinion as to whether the services or 
capital furnished by the alleged partner are of sufficient importance to justify 
his inclusion in the partnership. If, upon a consideration of all the facts, it is 
found that the partners joined together in good faith to conduct a business, 
having agreed that the services or capital to be contributed presently by each 
is of such value to the partnership that the contributor should participate in the 
distribution of profits, that is sujficient. The Tower case did not purport to 
authorize the Tax Court to substii. ute its judgment for that of the parties; it 
simply furnished some guides to the determination of their true intent. E~en 
though it was admitted in the Tower case that the wife contributed no original 
capital, management of the business, or other vital services, this Court &lid not 
say as a matter of law ihat there was no valid partnership. We said, instead, 
that "There was, thus, more ihan ample evidence to support the Tax Court's 
finding that no genuine union for partnership purposes tous cpel intettde&L and 
that the husband earned the income. " 827 U. S. at 292 [C. B. 1946-1, 18). 
(Italics added. ) 

Third. The Tax Court's isolation of "original capital" ns an essential of 
membership in a family partnership also indicates an erroneous readin" of the 
Tower opinion. We did not say that the donee of an intra-family gift could never 
become a partner throu, h investment of the capital in the family partnership, 
any more than we said that all falnily trusts are invalid for tax purposes in 
Helper(»p v, Clifford, sttpra. The facts Inay indicate, on the contrary, that the 
amount thus contributed aud the income therefrom should be considered the 

"Nearly three-quarters of a century ago, Bowen, L. J. , ma&le the classic stntemeut that 
"the state of n man's mind is as much n fact as the stnte of his digestion. " Xdgington v. 
Itttz&naarioe, 29 L. R. Ch. Div. 459, 488. State of mind has ahvays been determinative oi 
the question whether a partnership hns been forme&l as between the parties. See e. g. , 
Drcnnsn v. I, ondon, Assurance Co, , 118 U. S. 51, 56 (1884); Meehan v. Valentine, 145 
U. S. 611, 621 (1892); Barker v. IC&'aft, 259 Mich. 70, 242 N. W. 841 (1982); Zaback v. 
Bakn&az, 846 Pa. 2 &9, 59 Atl. 2d 478 (1943); ICcn»edg v. I&Iallins, 155 Va. 1GG, 154 S. R[ 
568 (19'30). "In the Tower ease the taxpayer argued that he lmd a right to reduce his taxes by 
any legnl means, to which this Court agreed. We said, however, that existence of a tax 
avoidance motive gives some indication that there was no bona fide intent to carry on 
business as a partnership. If Tower had set up objective requirements of m&mbcrship in 
a family partnership, su&h as "vital services" nnd "original capital, " the motives behind 
adoption of the pari»ership form would have been irrelevant. 

"Although "mnnngement and control of the business" &vns one of the ci&cumstnnces 
emPhasized by the To&ver case, along with "vital services" and "ori innl capital, " the Tax 
Court did not consider it an alternative "test" of partnership. See discussion, infra, at 
part third, and note 17. 

868972' — 50 — 2 
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property of the donee for tax, as well as general law, purposes. In the Tower 

and Lusthaus cases this Court, applying the principles of Lucas v. Ear&, suprsf 

Heluering v. Clifford, supra; and Hcltiering v. Horst, supra [Ct. D. 1472, C, B 

1940-2, 206]; found that the purported gift, whether or not technically corn 

piete, had made no substantial change in the economic relation of members of 

the family to the income. In each case the husband continued to manage and 

control the business as before, and income from the property given to the wife 

and invested by her in the partnership continued to be used in the business or 

expended for family purposes. We characterized the results of the transactioits 

entered into between husband and wife as "a mere paper reallocation among the 

family members, " noting that "The actualities of their relation to the income 

did not change. " This, we thought, provided ample grounds for the finding that 

no true partnership was intended; that the husband was still the true earner of 

the income. 
But application of the Cliiford-Horst principle does not follow automatically 

upon a. gift to a member of one's family, followed by its investment in the family 

partnership. If it did, it would be necessary to define "family" and to set precise 

limits of membership therein. We have not done so for the obvious reason that 

existence of the family relationship does not create a status which itself de. 

terniines tax questions, " but is simply a warning that things may not be what 

they seem. It is frequently stated that transactions between members of a 

fami[I will be carefully scrutinized. But more particularly, the family relation 

ship often maltes it possible for one to shift tax incidence by surface changes 

of ownership without disturbing in the least his dominion and control over the 

subject of the gift or the purposes for which the income from the proyerty is 

used. He is able, in other words, to retain "the substance of full enjoyment of 

all the rights which previously he had in the property. " Helvering v. Clifford, 
supra, at 986 [C. B. 1940-1, 107]. " 

The fact that transfers to members of the family group may be mere camou- 

flage does not, however, mean that they invariably are. The Tower case recog- 
nized that one's participation in control aud management of the business is a 
circumstance indicating an intent to be a bona fide partner despite the fact that 
the capital eontiibuted originated elsewhere in the family. " If the donee Qf 

property who then invests it in the family partnership exercises dominion and 

control over that property — and through that control influences the conduct of 
the partnership and the disposition of its income — he may well be a true pa. rtner. 
Whether he is free' to, and does, enjoy the fruits of the partnershiy is strongly 
indicative of the reality of his participation in the enterprise. In the Tower 
and Lusthaus cases we distinguished between a. ctive participation in the affairs 
of the business by a donee of a share in the partnership on the one hand, and his 
passive acquiescence to the will of the donor on the other. This distinction is 
of obvious importance to a determination of the true i~tent of, the parties. It 
is meaningless if "original capital" is an essential test of membership in a family 
partnership. 

The cause must therefore be remanded to the Tax Court for a decision as to 
which, if any, of respondent's sons were partners with him in the operation of 
the ranch during 1940 and 1941. As to which of them, in other words, was there 

n Except, of course, when Congress defines "family" and attaches tax conse uences 
thereto. See, e. g. 26 U. S. C. section 503(a) (2). 

i6 It is not enough to say in this case, as we did in the Clifford case, that "It is hard to 
imagine that respondent felt himseli the poorer after this [partnership agreement] had 
been executed or, if he did, that it had any rational i'oundation in fact. " 300 U. S. at 
336 [C. B. 1040 — 1, 107]. Culbertson's interest in his partnershi witli h 
about gQQ, QQQ immediate)y prior to dissolution of the partnershi . In r Tax Court, we would have to conclude that he felt himself worth a 
th t h on in ch of Coo ' ' t t, v tho oon s in crest, even though he had agreed to sell that 

i As noted above (note 13), participation in control and mana em 
althou "h given equal prominence with contributions of "vit eorms u ons oil' vital services and omginal caP 

c ddb tb Ta Court sa "tst" f t 
assuiuption tliat one can never make a gift to th ssentials of own r hip, if th lft i th ' t 

par ner to cover h 
s. rticipation in management and control of the bu e u ness as a circumstance indic 
nd ontrol of th biect of th ift h d t ll ~ g ad actually phrased to the do~os. It is a cir 

si There is testimony in the record as to the participation by respondent's sons iu t 
id not fall within either of the " 

opinion as to its probative value we think that it is clearly relevant evidence of the int 



[CI 29. 22(a) — 1 

a bona fide intent that they be partners in the conduct of the cattle business, 
either because of services to be performed during those years, or because of 
contributions of capital of which they ivere the true owners, as we have defined 
that term in the Clifford, Horst, and Tower casesi No question as to the 
allocation of income between capital and services is presented in this case, and 
we intimate no opinion on that subject. 

'1'he decision of the court of appeals is reversed with directions to reruand the 
cause to the Tax Court for further proceedings in conformity with this opinion. 

Iteversed and remanded. 
Mr. Justice Bz-&cx and Mr. Justice BuTrznoE think that the Tax Court properly 

applied the principles of the Tower and Busthaus decisions (827 U. S. 280, id. , 
293) in this case. However, they consider it of paramount importance in this 
case to have a court interpretation of the applicable taxing statute, for guidance 
in its application. Accordingly, they acquiesce in the Court's opinion and 
judgment. 

Mr. Justice Buaroz, concurring, states that, upon remand of the cause to the 
Tax Court, there is nothing in the facts which have been presented here which, 
as a matter of law, will preclude that court from finding that the 1910 and 1911 
income was properly taxable on a partnership basis. The physical absence of 
some of the Culbertson boys from the ranch does not necessarily preclude theru 
or others from the obligations or the benefits of the partnership for tax purposes. 
Their contributions of capital, their participation in the incozne and their com- 
mitments to return to the ranch or otherwise to render service to the partnership 
are among the material factors to be considered. A present commitment to 
render future services to a partnership is in itself a material consideratiou to be 
weighed with all other material considerations for the purposes of taxation as 
well as for other partnership purposes. 

Mr. Justice JAcxsoN would affirm on the opinion of the court below, being of the 
view that the ordinary common-law tests of validity of parinerships are the tests 
for tax purposes and that they were met; in this case. 

Concurring opinion by Mr. Justice fraAvr&rv&rrsR. 

SEcTzoN 29. 22(a) — 1: What included in gross 
income. 

(Also Section 42, Section 20. 42 — 1. ) 
Taxable status of refunds of taxes 

1040 — 25 — 13246 
Mim. 6444 

YREAslTRY DEPART&IENTq 

OrrICE or Co&1lissIoiVER or INTERNAL RKVENT. 'Z) 

lVashington P~, D. C, . Vorernbpr 18) 19~19. 

Collectors of Inter nal Eevenuc, Internal Eevenne Agents in Charge, 
B'cade of Field Divisions of the l'echnieat Stag, and Others Con- 
cerne&$: 

1, In G. C. M. 25208 (C. I3. 1!)47 — 2, 80) 
& 

it was held that unpaid. 
amounts asserted ao. ainst, a taxpayer as additional tax liabilities, which 
amounts arc the subject of a bona fide contest, , are noi, a& cruable iteins 
for Federal income tax purposes while they are unsettled as to amount 
and prior. to establishment of the tact of liability. However, deficien- 
cies of tax which have been paid were held to be deductible not later 
than the time of payment, even though contested. G. C. M. 25208 states 
that the term "contest" includes not only a contest in court but any 
bona )l'de contest lodged with the tax authorities. Where paynient of 
a tax is requirecl as a prerequisite to further appeal, such payment, is 
not to be regai &led as a pay&nent of a demancl&d tax deficiency. If, 
however, the payment is mad& to avoid penalties or interest, then tlie 
payment, fixes the time of the deduction. 

2. Heretofore the Bureau has held that tax cleclnctions are allowable 

only for actual tax liabilities and not for taxes for which it is ulti- 
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mately determined the taxpayer was not liable. No distinction was 

drawn between taxes found to be erroneous or excessive and those 

found to be unconstitutional. Cases in which the tax was not errone 

ous but was eliminated by an event in a later taxable year, in which 

cases the refunds were taxed and the prior deductions were allowed 

to stand, were distinguished. Also, even in the case of illegal taxes, 

the refund was taxed if an assessment for the year in which the 

deduction was taken was barred by the statute of limitations. 

8. Since the decision in Burnet v. Sanford ck Brooks Co. (282 U. $. 

859, Ct. D. 277, C. B. X — 1, 868 (1081) ), emphasis has been given to the 

point that income taxation is on an annual basis. So long as an 

item of income or expense was properly accounted for in one period, 

no change is justified under this doctrine merely because events in a 

subsequent pejriod might materially change the treatment of the orig- 

inal item. The opinion of the Supreme Court of the United States 

in Security &Pour 3fiOs Co. v. Comvussioner (821 U. S. 281, Ct. 9, 
1608, C. B. 1044, 526) reiterated this doctrine. There the taxpayer 

had collected processing taxes from vendees in 1985. Some of these 

taxes were paid and deductions taken in 1%5 and some were merely 

deposited with the court, but deductions were taken by the petitioner 

as accrued tax liabilities in its 1%5 tax return. This tax was declared 

unconstitutional in 1%6, impounded funds were returned to the tax- 

payer, and reimbursements were made by the taxpayer to its custo- 

mers in 1086, 1987, and. 1088. The Court held that these reimburse- 
ments could not be related back to the year 1985 to reduce the taxable 
income for that year. 

4. It is concluded from an analysis of the opinion of the Supreme 
Court in the Security Flour Mills case, in conjunction with the earlier 
cases, including United States v. Anderson (269 U. S. 422, T. D. 8880, 
C. B. V — 1, 170 (1026) ), Dixie Pine Products Uo. v. Commissioner 
(820 U. S. 516, Ct. D. 1508, C. B. 1944, 500) and Eaurcus machine Co. 
v. United States (282 U. S. 875, Ct. D. 278, C. B. X — 

1& 424 (1981) ), 
that each taxable year is to be treated. as a separate unIt. It follows 
that if a deduction for a tax is properly taken in a given year and the 
tax is subsequently invalidated in whole or in part, any refund or 
credit will be income in the subsequent year in the absence of a statu- 
tory provision to the contrary, and such invalidation will not disturb 
the original deduction. 

5. In I. T. 8849 (C. B. 1047 — 1, 18), the Bureau held that an excessive 
accrual of New York State franchise tax, the rate having been retro- 
actively reduced in the succeeding taxable year, should be treated as 
income in the succeeding taxable year. It is believed. that a di8erenc6 
in the treatment of tax refunds or credits cannot be justified solely by 
reason of a diA'erence in the type of tax refunded or credited but that& 
generally, all tax refunds or credits should be treated as income in the 
yea. rOf refund or credit to the extent that any prior deduction resulted 
in a tax benefit, regardless of whether the tax was legally or illegally 
imposed in the first instance. An exception, of course, is necessary i~ 
the case of a Federal tax held to be unconstitutional, the refund of 
which is covered by the provisions of section 128 of the Internal 
Revenue Code. 

6. Accordingly, it is held that the receipt by a taxpayer of refunds 
of taxes, the deduction of which in prior years resulted in tax benefits& 
should be treated as income for the taxable year in which such refunds 
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are received, except as otherwise provided by Federal statutes. This 
treatment is not applicable in the case of refunds of State taxes re- 
sulting from renegotiation or reimbursements in respect of Govern- 
ment contracts (see section 8806, Internal Revenue Code, and I. T. 
8611, C. B. 1048, 078). 

7. In conformity with the position herein taken, Mimeograph, '3958 

(C. B. XI — 2, 88 (1082)), Mimeograph 4564 (C. B. 1087 — 1, 98), I. T. 
2578 (C. B. X — 1, 110 (1981)), I. T. 2741 (C. B. XII — 2, 48 (1088)), 
and I. T. 2084 (C. B. XIV — 2, 68 (1985) ) are modified to the extent 
that they are inconsistent with such position. O. D. 741 (C. B. 8, 115 
(1920) ) is revoked. 

8. Correspondence relating to this mimeograph should refer to its 
number and the symbols indicated: Collectors of internal revenue, 
A&C: Col; internal revenue agents in charge, IT: EIM; heads of field 
divisions of the Technical StaQ', TS: ARM. 

Gzo. J. SCHOENEii AN, 
Commissi oner, 

SECTIoN 29. 22(a) — 1: What included in gross 
income. 

INTERNAL REVENUE CODE 

Cash allowance received by Columbus, Ohio, police O%cers for pur- 
chase and maintenance of uniforms. (See I. T. 8978, page 24. ) 

SEOTIoN 29. 22(a) — 2: Compensation for personal 
services. 

INTERNAL REVENUE CODE 

1049-14-18121 
I. T. 8960 

Taxable status for Federal income tax purposes of the Doss Essay 
Prize awarded by the American Bar Association. 

Reference is made to the decision of the United States Court, of 
Appeals for the District, of Colunibia in iVaZcoZm 3feDermott v. Com, - 

missioner (150 Fed. (2d) 585), in which it was held that the Ross 
Essay Prize awarded by the American Bar Association for 1080 vvas 

not taxable to the recipient (McDerinott) since it v. as a «ift to him. 
The Bureau does not agree with the conclusion reached in the 

McDermott case. Where services are required directly in connection 
with an award, it is the view of the Bureau that any prize money 
received is taxable income under section 22 (a) of the Iiiternal Revenue 
Code and that it is not excludable from gross income under section 
22(b) (8) of the Code. 

Accordingly, the winners of the Ross Essay Prize for 1040 and 
future years will be held to have received taxable income. 

SEOTIDN 20. 22(a) — 2: Compensation for personal 
services. 

(Also Section 1625. Section 405. 501. Regulations 
116. ) 

INTERNAL REVENUE CODE 

1940-20-18192 
I. T. 8069 

Where a Federal Government e&nployee is separated from the 
service and is reemployed by the Government within tlie same tax- 
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able year prior to the expiration of the employee's accrued annual 
leave period, t e amoun, i ' 

d, h t if any of his compensation for accrued 
annual leave w ic is re u h h 

' refunded or repaid to the employing agency 
r 21 1944 58 Stat. by the employee pursuant to the Act of December, ( 

845), should be treated for Federal income tax purposes as an 
acjus 1' stment of his compensation for the taxable year. 

The employee's gross salary for the year, incl ' 
g udin the full 

amount of his compensation for accrued annual leave, should be 
entered on Form W — 2. Only the net amount of the salary re- 
ceived by the employee should be entered on Form 1040, accom- 
panied by an explanatory statement. 

Aclvice is requested as to the treatment for Federal income tax pur 
poses of the amount of compensation which is refundecl or repaid by 
a former Federal Government employee upon his reemployment by 
the Government within the same taxable year during which he was 
separated from the service. 

In the instant case, a Government employee was separated from the 
service on March 81, 1948, and thereupon received a lump-sum pay- 
ment of $564. 18 for accrued annual leave in accordance with the Act 
of December 21, 1944 (58 Stat. 845). On April 5, 1948, after a lapse 
of only two working days, the separated employee was reemployed by 
the Government in another Government agency. In accordance with 
the Act of December 21, 1944, supra, he refunded to the employing 
agency $511. 39, practically all of the lump-sum payment he had re- 
ceived. At the end of the calendar year 1948, the employee was fur- 
nished a Form W — 2 (Withholding Statement — 1948) showing 
$8, 041. 20 as the amount of total wages paid during 1948, which amount 
include(1 the lump-sum payment of $564. 18. 

The Act of December 21, 1944, supra, provides in part as follows: 
whenever any civilian ofhcer or employee of the Federal Government or the government of the District of Columbia is separated from the service or elects to be paid compensation for leave in accordance with the Act of August 1, 19-11, as amended by the Act of April 7, 1942, or section 4 of the Act of Zune 23, 1943, he shall be paid compensation in a lump sum for all accumulated and current accrued annual or vacation leave to which he is entitled under existing law. Such lump-sum payment shall equal the compensation that such emplovee would have received had he remained in the service until the expiration of the period of such annual or vacation leave: Provided, That if such employee is re- employed in the Federal service or in or under the government of the District of Columbia under the same leave svstem prior to the expiration of the period covered by such leave payment, he shall refund to the employing agency an amount equal to the compensation covering the period between the date of re- employment and the expiration of such leave period, and the amount of leave represented by such refund shall be credited to him in the employing agencY Provided furfker, That the lump-sum payment herein authorized shall not be regarded, except for purposes of taxation, as salary or compensation and shall not be subject to retirement deductions. 

Under the provisions of section 1625(a) of the Internal Revenue Code, every employer required to withhold and collect a tax on wages must furnish to each employee with respect to his employment during the calendar year a written statement showing the entire amount of wages paid during the calendar year and the amount of tax deducted and withheld on such wages. Therefore, in the instant case, the total amount of compensation ($8, 041. 20) paid the Government employee during the calendar year 1948, including the lump-sum payment of $564. 18, was properly shown on the withholding statement (Form W — 2) furnished him for such year. (See section 405. 501 of Regula- tions 116. ) 
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In those cases in which both events, the separation. from the Gov- 
ernment service and the reemployment by the Government of the ein- 
ployee, occur during the same taxable year, an adjustment of income 
to be reported on Form 1040 for the taxable year should be made by 
the employee by taking into account the amount refunded to the 
employing agency. (Cf. Appeal of H. C. Couch, 1 B. T. A. 108& 
acquiescence, C. B. IV — 1, 1 (1925); Cup I&'ulton v. Commissioner, 11 
B. T. A. 641, acquiescence, C. B. VII — 1, 11 (1928); AM&ert lV. mussel 
v. Commissioner, 85 B. T. A. 602, acquiescen'ce, C. B 1937 — 1, 22 j and 
I. T. 2743, C. B. XII — 2, 108 (1933), ) The Government employee here 
involved should adjust thc. amount of $8, 041. 20, shown on the Form 
W — 2 as s"lary (wages) paid him during the taxable year, by elimi- 
nating therelrom the amount of $511. 89 which was refunded to the 
employing agency. The net amount ($7, 529. 81) received by him dur- 
ing the taxable year 1948 should be reported as salary on page 1, item 
2, of Form 1040 for such year, accompanied by an explanatory state, - 
ment with respect to the diA'erence between the amount of' salary shown 
on Form 3V — 2 and that reported on Form 1040. 

In view of the foregoing, it is held that where a Federal Govern- 
ment employee is separated from the service and is reemployed by the 
Government within the same taxable year prior to the expiration of 
the employee's accrued annual leave period, the amount, if any, of his 
compensation for accrued annual leave which is refunded or repaid 
to the employing agency by the employee pursuant to the Act of De- 
cember 21, 1944 (58 Stat. 845), should be treated for Federal income 
tax purposes as an adjustment of his compensation for the taxable 
year. The employee's gross salary for the year, includin~ the full 
amount of his compensation for accrued annual leave, should be entered 
on I&'orm W — 2. Only the net amount of the salary received by the 
employee should bc entered on I'orm 1040, accompanied by an ex- 
planatory statement. 

SzoTIoN 29. 22 (a, ) — 2: Compensation for personal 
services. 

INTERNAL REVENuE COI&E 

1949 — 21-1M07 
I. T. 8972 

The "ordinary death benefit" received by the widow of an 
employee of the Government of the Territory of Hawaii pursuant 
to section 708(8) (b) of chapter 15 of the Revised Laws of Hawaii, 
194, &, represents consicleration for services rendered by the employee 
and constitutes taxable incon&e to the widow. 

Advice is requested as to the status for Federal income tax purposes 
of the "ordinary death benefit' received by the widow of an employee 
of the Government of the Territory of Hawaii pursuant to section 
708(8) (b) of chapt. er 15 of the Revised Laws of Hawaii, 1945. 

In the instant case, the taxpayer's husband, who died during the 
year 1948, was employed by the Government of the Territory of Hawaii 
for several years prior and up to the time of his death. He was a 
member of the Employees' Retirement System of the Territory of 
Hawaii, and, as such, he made contributions to the annuity savings 
fund of the system in order to provide for a retirement annuity. Sub- 
sequent to his death, the Territorial government paid to his widow, 
his designated beneficiary, an amount equal to 50 percent of the 
compensation earnable by birn during the year immediately preceding 
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his death. No contribution was made by the employee to the fund 

from which the payment was made. Such amount was paid pursuant, 

to section 708(8) (b) of chapter 15 of the Revised Laws of Hawaii, 

194o. 
The pertinent Hawaiian law provides as follows: 

Szc. 708. BENEFTTs. 
s 

8. Ordinary death benefit. — Vpon the receipt of proper proofs of. the death 

of a member there shall be paid to his estate or to such person having an 

insurable interest in his life as he shall have nominated by written designation 

duly executed and filed with the board: (a) his accumulated contribution and, 

if the member has had one or more years of creditable service, and no pension 

be payable under the provisions of subsection 9 of this section, in addition 

thcrcto, (b) an amount equal to 50 per centum of the compensation earnablc by 

him during the year immediately preceding his death. [Italics supplied. ] 

SEc. 712. METHoD$ oF FIN$NOING. — The fuuds hereby created are 
the pension accumulation fund 

3. Pension accumulation fund. — The pension accumulation fund shall be the 
fund in which shall be accumulated all reserves for the payment of all pensions 
and other benefits payable from contributions made by the Territory or any 

county and from which shall be paid all pensions and other benefits on account 
of members with prior service credit and the lump sum death benefits for all 
members payable from such contributions. Contributions to and payments frora 
the pension accumulation fund shall be made as follows: 

(a) On account of each member who is an employee of the Territory or a 
countv, there shall be paid annually into the pension accumulation fund by the 
Territory or county, for the preceding fiscal year a certain percentage of the 
earnable compensation of such member to be known as the "normal contribution, " 
and an additional percentage of such compensation to be known as the "accrued 
liability contribution. " The rates per centum of such contributions shall be 
fixed on the basis of the liabilities of the system a. s shown by actuarial valuations, 
[Italics supplied. ] 

It is seen from the foregoing that the contributions by the Territory 
or a county to the fund from which the "ordinary death benefit" 
is paid to the widow or other beneficiary designated by an employee, 
or to his estate, become the funds of the Employees' Retirement System 
of the Territory of' Hawaii. The death benefit is paid in consideration 
of the services which the employee rendered, and there exists a valid 
claim against the fund for such death benefit. 

In Varnedoe v. Allen (158 Fed. (2d) 467, certiorari denied, 830 
U. S. 891), the facts, briefly stated, were as follows: The taxpayer 
was the widow of a captain in the fire d. epartment of the city of' 

Atlanta, Ga. , who died while in service. Pursuant to a Georgia State 
statute, she received $100 per month after her husband. 's death. The 
taxpayer v-as never employed by, nor did she render any services to, 
the city of Atlanta, and she never paid or gave any personal considera- 
tion in exchange for the payments she received from the city. Under 
the laws of Georgia, deductions were made from her husband's salary 
during his lifetime. The question presented was whether the pay- 
ments received bv the widow were taxable to her under the income 
tax provisions of the Internal Revenue Code. The opinion of the 
United States Circuit Court of Appeals for the Fifth Circuit includes 
the following language: 

The taxpayer cites no provision of the statutes that specifically exempts this 
type of income. Section 22(a) provides that gross income, among other things, 
includes compensation for personal services of whatever kind and in whatever 
form paid. Section 29. 22(a) — 2 of Treasury Regulations 111, promulgated under 
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the Internal Revenue Code, provides that compensation for personal services in- 
cludes, generally, "pensions or retiring allowances" and "are income to the recipi- 
ents. " One exception to this general rule is stated in the following language: 
"However, so-called pensions awarded by one to whom no services have been 
rendered are mere gifts or gratuities and are not taxable. " 

Usually the claimant of an exem»tion has the burden of proof, but we do not 
put our decision on this ground. If the payments to the taxpayer were not mere 
gifts or gratuities, under the above-quoted exception, awarded by one to whom no 
services had been rendered, they are taxable. It is not necessary that the services 
should have been rendered by the payee. The pavor is the one to who&» the 
services must have been rendered. The payments that the taxpayer received 
were awarded to her in consideration of services ren&lered to the city by her 
husband in his lifetime. They are gross income to her as compensation for 
services rendered within the meaning of section 22(a) of the Internal Revenue 
Code, and in our opinion are not within ihe exception to the general rule &vith 
reference to r»erc gifts or gratuities. 

It is held. that the "ordinary death benefit" received by the widow of 
an employee of the Government of the Territory of Hawaii pursuant 
to section 708(8) (b) of chapter 15 of the Revised Laws of Hawaii, 
1945, represents consideration for services rendered by the employee 
and constitutes taxable income to the widow. (See I. T. 8840, C. B. 
1947 — 1, 7. ) 

SzcrloN 20. 22(a) — 5: Gross income from business. 

INTERNAL REVENUE CODE 

Privilege taxes imposed by Florida Revenue Act of 1940. (See 
I. T. 8088, page 81. ) 

SECTION 22(b). — GROSS INCOME: EXCLIJSIONS 
I& ROM GROSS INCOME 

INTERNAL REVLNUL' CODE 

Maintenance and cure, including cash payments, received by disabled 
seanlen. (See I. T. 8077, page 02. ) 

SECTION 29. 22(b) (2) — 1: Life insurance — Endow- 
ment contracts — Amounts paid other than by 
reason of the death of the insurecl. 

INTEIIN 4L REVENUE CODE 

Election, on or after maturity date, to receive endownIent policy 
proceeds in installments. (Sec. I. T. 8068, page 86. ) 

SzcTIoN 20. 22(b) (2) — 2: Annuities. 

INTERNAI REVEVUE CODL&' 

1040 — 22 — 18215 
I, T. 8974 

Pay»&ents received by a retired Federal civil service employee with 
respect to an "additional" a»»uity purchased with amounis volun- 

tarily deposited pursuant to the provisions of section 10 of the Civil 

Service Retirement Act of II;&y 29, 19%0 (4G Stat. 4GS), as amen&le&l 

by the Act of February 2S, 194S (G2 Stat. 4S), constitute p»vme»ts 
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l 
received from an annuity separate and distinct from the "regular' 

annuity- provided for under such Act. The two types of annuity 

should not be merged, for Federal income tax purposes, but should 

be treated as separate annuities in computing the amounts to be 

included in gross income. 

Advice is requested as to the treatment, for Federal income tax 

purposes, of annuity payments received by a retired Federal civil 

service employee with respect to an "additional" annuity purchased 

by the voluntary deposit of additional sums pursuant to the provisions 

of section 10 of the Civil Service Retirement Act of May 29, 1980 

(46 Stat. 468), as amended by the Act of February 28, 1948 (62 Stat, 

48), where such retired employee also receives "regular" annuity pay- 

ments under the provisions of such Act. 
The significance of the question presented arises from the fact that 

if the pa~yments attributable to the additional annuity' and the pay- 

znents attributable to the regular annuity are treated as payments with 

respect to one annuity, the combined cost of the two annuities would 

be recovered free of tax in approximately 2 to 4 years, whereas, if 
the payments are treated as payments from separate annuities, the 

cost of the regular annuity would be recovered free of tax in approxi- 
mately 2 years but the cost of the additional annuity would not be 
recovered free of tax until after expiration of a period considerably 
in excess of 4 years. 

The pertinent portion (second paragraph) of section 10 of the Civil 
Service Retirement Act of May 29, 1MO& as amended by section 10 of 
the Act of February 28, 1948, supt a& provides as follows: 

Any oificer or employee may at his option and under such regulations as may 
be prescribed by the Civil Service Commission deposit addi&. ional sums in mul- 

tiples of $23 but not to exceed 10 per centum of his annual basic salary, pay, or 
compensation, for service rendered since August 1, 1920, which amount together 
with interest thereon at 3 per centum per annum compounded as of December 31 
of each year, shall, at the date of his retirement, be available to purchase, as 
he shall elect and in accordance vvith such rules and regulations as may be 
prescribed by the Civil Service Commission, an annuity in addition to the annuity 
pronidcd b!g this 4ct. The life annuity shall consist of $7 for each $100, increased 
by 20 cents for each full year, if any, such otiiccr or employee is over the age of 
53 years at the date of reti! cmcnt. In the event of death or separation from the 
service of such otiiccr or employee before becoming eligible for retirement on 
annuny, the total amount so deposited, with interest at 3 per centum per annum 
to date of death or separation compounded on December 31 of each year, shall 
be refunded in accordance vvith the provisions of section 12 of this Act. In 
case a retired employee who is receiving a life annuity under this paragraph 
sball die without having received in annuity purchased by the total amount so 
deposited, with interest at 3 per centum per annum compounded on December 31 
of each year, to date of retirement, the difference shall be paid, upon the estab- 
lishment of a valid claim therefor, in the order of precedence prescribed in 
section 12(e). [Italics supplied. ] 

A review of the Civil Service Retirement Act, as amended, and the 
regulations issued thereunder discloses that the annuities mentioned 
in the statute have distinguishing features and conditions in that (1) 
regardless of the type of regular annuity elected, an employee at 
retirement may make a separate and distinct election with respect to 
the type of annuity to be purchased with his voluntary contributions& 
and (2) if an employee has served 20 years or more in Federal civilian 
work, he is not entitled to a lump-sum refund of the amount deducted 
and withheld in connection with his regular annuity, whereas, regard- 
less of length of service, voluntary deposits are refundable in full 
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upon absolute separation. fronI the service before the employee becomes 
eligible for retirement. The second paragraph of' section 10 of the 
Act, supra, expressly refers to "an annuity in addition to" the regular 
annuity, and the amount of the annuity purchased by voluntary depos- 
its is determined in a different Inanner than the amount of the regular 
annuity. Information obtained from the Civil Service Commission 
indicates that although the aggregate amount of the two annuities 
may be included, for administrative purposes, in one check, separate 
and distinct accounts are maintained in the records of the Comnlission 
with respect to the regular annuity and to the additional annuity 
purchased with voluntary deposits, both in relation to the funds 
credited to the employee and to the recovery of the costs of the respec- 
tive annuities. 

Accordingly, since the additional annuity purchased by voluntary 
deposits is invested with legal characteristics which are different from 
those of the regular annuity, it, is held that the two types of annuity 
should not be merged, for Federal income tax purposes, but should be 
treated as separate annuities in computing the amounts to be included 
in gross income. 

SEGTIoN 29. 22(b) (18) — 1: Compensation of. mern- 1949 — 25 — 13247 
bers of military and naval forces. Ct. D. 1725 

INCOME TAX — INTERNAL REVENUE CODE, AS AMENDED — DECISION OF 
SUPREME COURT 

1. GRoss INcoM1"" — Excl. uslolvs — ADDITIDNAL ALLowANcE FoR MILI- 
TARY AND NAVAL PERsoNNEL. 

On February 19, 1948, taxpayer, a civil service employee in the 
legal division of the Coast Guard, was enrolled as a lieutenant 
commander within one of the classifications which constituted 
the temporary members of thc Coast Guard Reserve, under the 
authority of the Coast Guard Auxiliary and Reserve Act, which pro- 
vided for the enrollment of "persons (including Government em- 
ployees without pay other than the compensation of their civilian 
positions). " On April 24, 1944, he was reenrolled as a commander, 
and his class was described as "Coast Guard Civil Service Em- 
ployees. " HcMI While taxpavcr had a military status for some 
purposes, hc received his compensation in a civilian status, and is 
not entitled to the claimed exclusion of $1. 500 from gross income 
provided by section 22(b) (13) (A) of the Internal Revenue Code. 

2. DKclsloN ItEVERSED. 

Decision of the United States Court of Appeals for the District of 
Columbia (172 Fl d. (2d) 877 (1949) ), reversing decision of The Tax 
Court of the United States (8 T. C. 848 (1947) ), reversed. 

SOPREME CoURT oF TI~K UNITED STATES 

Commissione~ of Internal Itevenae, petitioner, v. William I. Connetttt and Bertlla 
Connellp 

On writ of certiorari to the United States Court of Appeals for the District of ColumMa 

[November 7, 1949] 

OPINION 

Mr. Justice MINTDN delivered the opinion of the Court. 
The question wc have here is whether respondent William I. Connolly, here- 

after referred to as the taxpayer, is entitled to the $1, 500 exclusion froln loss 
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income provided by section 22(b) (18) (A) of the Internal Revenue Code. ' The 

taxpayer claimed this addii. ional allowance for the taxable years 1948 and 1944. 

The Commissioner disallowed the sum deducted. The Tax Court sustained the 

Commissioner, 8 T. C. 848, and the court of appeals reversed, one judge dissent- 

ing. 172 Fed. (2d) 877. We granted certiorari. 837 U. S. 924. 
On Februa. ry 19, 1943, taxpayer was a civil service employee in the legal division 

of the Coast Guard. On that date he was enrolled as a lieutenant commander 

v ithin one of the six classifications which constituted the temporary members 

of the Coast Guard Reserve. ' His enrollment was under authority of the Coast 

Guard Auxiliary and Reserve Act which provided for the enrolling of "persons 

(including Government employees without pay other than the compensation of 

their civilian positions). " 55 Stat. 12, as amended, 56 Stat. 1021, 14 U. S. U 

section 807. On April 24, 1944, he was recnrolled as a commander and his class 

was described as "Coast Guard Civil Service Employees. " 
Atter enrollment taxpayer performed duties identical with those which he 

had previously performed. At the time he was enrolled, his civil service rating 

was P — 5. Later this rating was raised to P — 6 and his rank was increased at the 

same time to that of commander. He received the same pay after enrollment 

that he had received as a civil service employee. He received overtime pay as a 

civil service employee, deductions were made from his pay for civil service retire- 

ment, and he was subject to civil service regulations as to annual and sick leave, 

If he had been injured or killed, he would have received benefits as a civil em- 

ployee of the United States. He was still subject to the Selective Training and 

Service Act. In the case of sickness or disease contracted while on active duty, 

taxpaver was entitled to the same hospital and medical care as members of the 

regular Coast Guard, but dental care was not included. While on active duty 

he was required to wear the uniform of and he received the courtesies due his 

rank, He was subject to the laws, regulations and orders of the Coast Guard 

and to disciplinary action. 
It is apparent that taxpayer had a dual status. He had a limited military 

status with the rank of lieutenant commander and later that of commander. 
He had a]so the status of a civil service etnployee, carefully so limited and with 

all the privileges incident to such status. He was given just enough military 
status to enable him effectively to ca. rry out his duties. All considerations of 
an economic character pertaining to his emplovmcnt by the Government were 
related to his civil service status. 

Iu 3I(t& heii v. Cohen, 833 U. S. 411, we held that one employed in a department 
of the Federal Government as a civil service employee who was enrolled teJn- 

porarily in the Volunteer Port Security Force of the Coast Guard Reserve and 
ivho worked part-time as a reservist without pay was not an "ex-serviceman" 
svithin the meaning of the Veterans' Preference Act. Looking to the legislative 
history of that statute, we found that the overshadowing purpose of the Act was 
to favor those who had a real record of military service. 

The court of appeals found in this case that by the application of "long-estab- 
lished criteria — oath of office, military duty, and subjection to military discipline" 
taxpayer had acquired a military status and was thus entitled to the exclusion, 
We agree that he had a military status for some purposes. But the question for 
tax purposes is whether he received his pay in that status. To come within 
section 22 (b) (18) (A), he must have received. his compensation "for active service 
as a commissioned officer. " We understand this to mean that if taxpayer received 
his pay ds a commissioned officer, he would be entitled to the exclusion. It seems 
equally plain that if he received his pay tzs a civil service employee and served 
without military pay and allowances, he is not entitled to the claimed exclusion' 
As in the Cohen case, the emphasis of the statute is on a military and not on a 
civilian status. 

And it is clear that taxpayer received his compensation in a civilian status 
As noted, section 807 of the Coast Guard Auxiliary and Reserve Act provided for 

zAs a 
"18 A 

As amended by Revenue Act of 1945, section 141(a), 59 St t. 71 (1 4 a. o (95). . ) dditionai allosvance for military and naval personnel. — " A) In the case of compensation received 'o 1 of)i * * v th '1 in e mi itary or naval forces of the United States so much oi such compensation s. s does not exceed 51, 500. " 
zirbese classifications and the or anization of the o 

' n o ie Coast Guard Reserve are detailed ia 
a See Judge Edgcrton, dissenting in part, below: 

em oi the rule that tax exemptions are strictly co 
pensation ofa man wbo did not ~~~~i~e a commissioned offi 

t pay other than the compensation of [bis] civilian positions' vzas 
iv or active service as a commissioned officer'. " 172 Fed. (2d) at 880. 
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the enrolling of "persons (including Government employees without pay other 
than the compensation of their civilian positions). " The Committee on Merchant 
Matdne and Fisheries referred to the amendment by which the parenthetical 
phrase was added to the statute as being "advisable to clarify this authority 
[enrollment of temporary members without the pay of their military rank] and 
resolve any doubt of its applicability to Governinent employees by specificall 
providing for temporary membership in the Coast Guard Reserve of Government 
employees without military pay but with continuance in their civilian positions 
and the receipt of the compensation thereof. " ' 

From the date of the enactment of the enrollment statute there seems to have 
been no deviation from the view that the taxpayer was to be paid as a civil 
service employee and not as a commissioned oificer. His pay came from congres- 
sional appropriations allocated to civilian positions. His pay was at the civil 
service scale for his grade, with overtime pay and appropriate deductions for 
civil service retirement, EIis continuing civilian status is underlined by his 
receipt of a civil service promotion, from which his military promotion resulted. 
Indeed, the taxpaver's certificate of disenrollment described the duty performed 
as "Chief of Admiralty and Maritime Section having civil service status, receiving 
civilian but no military pay, and holding rank of commander as a temporary 
member of the Coast Guard Reserve. " 

The court of appeals ignored the status in which taxpayer was compensated 
and gave effect to his military status which was provided only to facilitate the 
perforinance of his duties in wartime. ' Taxpayer's rank was for the purpose of 
getting the job done, and not for the purpose of receiving compensation. 

The judgment of the court of appeals is 
Reversed. 

Mr. Justice FshNRFvarsa anil Mr. Justice Dovcrhs took no part in the consid- 
eration or decision of this case. 

SECTION 22(d) . — GROSS INCOME: [IiVVEivVTORIES- 
ELECTIVE METEIOD J 

SEGTIoN 20. 22 (d) — 1: Inventories under 
elective method. 

(Also Section 29. 22 (d) — 2; Sections 
19. 22(d) — 1 'and 19. 22(d) — 2, Regula- 
tions 103. ) 

1949 — 24 — IM85 
T. D. 5756 

TITLE 26 — INTERNAL RL&'VENUr&, , — CHAPTER I, SUBCIIAPTKR A, PART 19 AI&D 
PART 29 

Regulations 103 and Regulations 111 amended with respect to 
elective inventory conuiutations. 

TREASE RI. DEPART&IENT& 

OrrICE or CO515IISSIOXER OF INTERNAL REFENUE, 
IVasht'ngton "o, D. C. 

I'o Coll'ectors oj Infernal Revenue and Others Coflcernedf 
PARAGRAPII 1. Section 20. 22 (d) — 1 of Regulations 111, as amended 

by Treasury Decision 5605 t C. B. 1048 — 1, 16), approved AIarch 4, 1048 
[26 Clt R 20. 22(d) — 1], and section 10. 22(d) — 1 of Regulations 103, as 

'H. R. Rept. No. 2525, 77th Cong. , 2d sess, , 3 (1942). Tlie comu&ittcc added that the 
amcudnicut "woulil obviate any posstible impairment of the right of such emplovees to 
continue to receive the couipeusation of their civilian positions for the entire period of their 
performance of active Const Guard duty as such temporary members. There ivtll be little, 
if anY, change iu the nature of their duties after enrollment. " 

'Otflcc memorandum No. 13 — 43 issued by the Commandant of the Coast Guard on 
July 24, 1943, states: 

"6. The attention of heads of ofllces aud chiefs of divisions is invited to the fact that 
one of the principal reasons for thc induction of civil service employees into the military 
establishment ns temporary membsrs of ihe Reserre was to obtain a homogeneous orgnnisa- 
uon on n military basis null to eliminate difl'crences in proceilure nud practices applicnble to 
military t&crsounil nud civil seri ice personnel engaged on cxnctlr the sums duhr " &' *" 
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amended by Treasury Decision 5605 [26 CFR 19. 22 (d) — 1], are further 
amended by inserting in each case at the end thereof the following: 

If a taxpayer uses consistently the so-called "dollar-value" method of prie(ng 
inventories, or any other method of computation established to the satisfaction 
of the Commissioner as reasonably adaptable to the purpose and intent of s~ 
tion 22(d), and if such taxpayer elects under section 22 (d) to use the elective g- 
ventory method authorized by such section, the taxpayer's opening and closing in- 

ventories shall be determined under section 22(d) by the use of the appropriate 
adaptation. 

PAR. 2. Section 29. 22 (d) — 2 of Regulations 111 as amended by Treas- 
ury Decision 5605 [26 CFR 29. 22 (d) — 2], is further amended by revis- 

ing that portion thereof preceding the numbered paragraphs to read 
as follows: 

Except as otherwise provided in section 29. 22(d) — 1 with respect to raw material 
computations, with respect to retail inventory computations, and with respect to 
"dollar-value" and other methods of computation established to the satisfaction of 
the Commissioner as reasonably adapted to the purpose and intent of section 
22(d), the adoption and use of the elective inventory method is, by section 22(d) 
and the regulations thereunder, made subject to the following requirements: 

PAR. 8, Section 19. 22(d) — 2 of Regulations 108, as amended by Treas- 
ury Decision 5605 [26 CFR 19. 22(d) — 2], is further amended by re- 
vising that portion thereof preceding the numbered paragraphs to 
read as follows: 

Except as otherwise provided in section 19. 22(d) — 1 with respect to retail in- 
ventory computations and with respect to "dollar-value" and other methods of 
computation established to the satisfaction of the Commissioner as reasonably 
adapted to the purpose and intent of section 22(d), the adoption and use of the 
elective inventory method is, by section 22(d) and the regulations thereunder, 
made subject to the following requirements: 

PAR. 4. The amendments made by this Treasury Decision shall be 
applicable to all taxable years beginning after December 81, 1988. 

(This Treasury Decision is issued under the authority contained 
in sections 62 2and 22(d) of the Internal Revenue Code (58 Stat. 82& 

11; 26 U. S. C. 62& 22 (d) ) . ) 
Because the amendments made by this Treasury Decision merely 

relieve taxpayers from a limitation applicable under existing regula- 
tions, it, is found that it is unnecessary to issue this Treasury Decision 
with notice and public procedure thereon under section 4(a) of the 
Administrative Procedure Act, approved June 11, 1946, or subject 
to the efFective date limitation of section 4(c) of said Act. 

Gm. J. SOHOENEMAN& 
Commissioner of Interna/ Revenue. 

Approved November 2, 1949. 
JOAN S. G~aAM& 

Acting Secretary of the 2'reasury. 
(Filed with the Division of the Federal Register November 8, 1949, 8: 47 a. m, ) 

SEOTIoN 29. 22 (d) — 1: Inventories under elec- 1949-2 -1%48 
tive method. I. T. 8982 

INTERNAL REVENUE CODE 
Price indices for July, 1949, published by the Bureau of Labor Statistics under date of September 9, 1949, for use by department stores employing the retail inventory and elective inventory methods. 

The following price indices for July, 1949, published by the Bureau of Labor Statistics for use by department stores employing the retail 



inventory and elective inventory nIethods, are accepted by the Bureau 
of Internal Revenue pursuant to Treasury Decision 5605 (C. B. 1948 — 1, 
1 6) r appl ovecl MRI ch 4t 1 048 

1 
ancl Mlmeogl aph 6244 ( C B 1 948 1 r 2 1 ) 

dated March 9, 1948, for appropriate application to irlventories for 
taxable years of 12 months ended on June 80, 1949, and July 81, 1040. 
The indices published herein represent a continuation of depaItment 
groups and prices sho~vn in Table I, Table II (July to July), and 
Table III of I, T. 8004 (C. B. 1948 — 1, 18), as extenclecl by the price 
indices and data for July, 1048, shown in I. T. 6027 (C. B. 1048 — 2, 26), 
and for January, 1040, shown in I. T. 6058 (C. B. 1040 — 1, 5'3). 

Bureau of labor Statistics, department store incentorg price indices, bg 
department groups 

[January, 1941=100] 

Group July, 1948 July, 1949 

July, 1948, 
to July, 

1949, 
percent 
change 

I, Piece goods, domestics, and draperies . 
II, Shoes 

III. Ladies' underwear 
IV, Ladies' outerwear and girls' wear 
V, Men's and boys' wear 

VI, Furniture snd. bedding 
VII, Home 1'urnishings 

VIII, Major appliances and electrical goods 
IX, Notions and toilet articles 
X. Ladies' accessories 

Total, Groups I, II III, IV, V, IX, an&1 X 
Total, Groups VI, t'll, and VIII 
Store total 

222. 3 
106. 4 
181. 6 
183. 7 
194. 2 
192. 9 
165, 9 
i69. '8 
141. 1 
174. 0 

f87. 3 
174. 8 
183. 6 

199. 6 
192. 7 
171. 1 
176. 4 
185. 9 
188. 9 
171. 0 
160. 9 
142. 8 
lti7. 1 

17lh 0 
173. 7 
177. 4 

— 10. 2 — 1. 9 
— 5. 8 — 4. 0 — 4. 3 — 2. 4 

3. 1 — 5. 2 
1. 2 — 4. 0 

— 4. 4 —. 6 -3. 4 

SEQTIQN 29. 22(d) — 2: Rec]uirenjents incident to 
adoption aucl use of elective methoth 

(Also Section 10. 22 (d) — 2, Regulations 103. ) 
INTEIINAI. REVI3NI'E CODE 

Regulations 106 and 111 amenclecl. (See T. D. 5756, page 21. ) 

SECTION 22(») . — GRO, 'S INC()ME: DEI INITION Or 
"A. DJITSTED GROSS INCOME" 

SFGTIQN 20. 22(n) — 1: Adjusted gross income. 

INTERNAI, ltEVENUE CODE 

Gasoline license tax paid by individuals in certain Alabama counties 
who use gasoline in trade or business. (See I. T. 8062, page 25. ) 

SEOTION 29. 22 (n) — 1: Adjusted gross income. 

INTERNAL REVE&VUE CODE 

Amounts expended by Columbus, Ohio, police ofBcers from cash 
allowance for purchase and m;iintenance of uniforms. (+ec I. T. 
l]078, pil!!'c' 2 I. ) 
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SEcrioN 29. 22 (n) — 1: Adjusted gross income. 

INTERNAL REVENUE CODE 

Florida privilege taxes paid by individuals in connection with trade 

or business. (See I. T. 8088, page 81. ) 

SECTION 28(a). — DEDUCTIONS FROM GROSS 
INCOME: EXPENSES 

SEcrioN 20. 28 (a) — 1: Business expenses. 
(Also Section 22(a), Section 29. 22(a) — 1; Section 

22(n), Section 20. 22(n) — 1; and Section 1621(a), 
Section 405. 101, Regulations 116. ) 

INTERNAL REVENUE CODE 

1040 — 24 — 18286 
I. T. 8978 

Treatment for Federal income tax purposes of amounts received 
by, and amounts expended by, police officers of the city of Columbus, 
Ohio, in connection with the purchase and maintenance of their 
uniforms. 

Advice is requested relative to the treatment for Federal income 
tax purposes of amounts received by, and amounts expended by, police 
officers of the city of Columbus, Ohio, in connection with the purchase 
and maintenance of their uniforms. 

City of Columbus, Ohio, Ordinance No. 500 — 48, approved June 28, 
1948, provides for an annual allowance to all male police officers in 
the division of police, who entered the division as patrolmen, to re- 
imburse thenI for uniforms purchased for use in the division of police. 
Each such officer is allowed, as a clothing reimbursement, the sum of 
$150 for the first calendar year (or part thereof) in service and $75 
for each succeeding year in service. 

The Bureau has adopted the position that amounts expended for 
the purchase and maintenance of police officers' uniforlns constitute 
ordinary and necessary business expenses under section 28(a) (1) (A) 
of the Internal Revenue Code. As a result, nonacquiescence (C. B. 
1948, 27) in 3furcn8 0. Ben8on v. Commis8i oner (2 T. C. 12, affirmed, 
146 Fed. (2d) 191) has been withdrawn and acquiescence (page 1, 
this Bullet, in) substituted. 

Section 29. 22(n) — 1 of Regulations 111 provides in part that the 
term "adjusted gross income" means the gross income computed under 
section 22 of the Code minus such of the deductions allowab'le under 
section 28 of the Code as are specifled in section 22(n) of the Code. 
Section 22 (n) does not create any new deductions, but merely speci- 
fles v. hich of the deductions provided in section 28 shall be allowed 
i+ computing adjusted gross income. In addition to traveling ex- 
penses, an employee's expenses which are deductible from gross in- 
come in computing net income and for which he is reimbursed by 
the employer under an express agreement for reimbursement, or pur- 
suant to an expense allowance arrangement, are deductible from gross 
income in computing adjusted gross income. Accordingly, in coIn- 
puting adjusted gross income, a police officer may deduct his actual 
expenses for uniforms up to, but not exceeding, the amount which he 
receives as an allowance or reimbursement therefor. In addition. for 
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the purpose of computing net income, he may either deduct any uni- 
form expenses incurred in excess of such allov. ance or reimbursement if 
he elects to itemize his deductions, or he may clailn the standard 
deduction. 

Since the annual cash allowance paid to reimburse police officers of 
the city of Columbus, Ohio, for the purchase and maintenance of 
their uniforms represents an amount paid specifically for bona /de 
ordinary and necessary business expenses incurred or reasonably ex- 
pected to be incurred in the business of the employer, such allowance 
does not constitute wages and is not, subject to the withholding of 
income tax by the employer. (See section 405. 101(c) of Regulations 
116. ) However, such cash allowance is includible in gross income 
under section 22(a) of the Internal Revenue Code. 

SEOTION 29. 23 (a) — 1: Business expenses. 

INTERNAL REVENUE CODE 

Privilege taxes imposed by Florida Revenue Act of 1N9. (See I. T. 
3983, page 31. ) 

SEGTICN 29. 23(a) — 2: Traveling expenses. 

INTERNAL RLrVEVUE CODE 

Nonresident alien individual traveling to United States to fulfill 
performance contracts. (See 6. C. M. 26013, page 76. ) 

SECTION 23(c). — DEDUCTIONS FROM GROSS 
INCOME: TAXES GENERALLY 

SEOTIoN 29. 23(c) — 1: Taxes. 
(Also Section 22 (n), Section 29. 22 (n) — 1. ) 

INTERNAL IiEVENULr CODIQ 

1949-15-13129 
I. T. 3962 

In general, the gasoline license tax imposed by the act of the 
Alabama Legislature approved September 10, 1947, effective October 
1, 1947, in count;ics which have a population of 400, 000 inhabitants or 
more, is deductible for Federal incouIe tax purposes, under section 
28(c) (1) of the Internal Revenue Code, by the consumer. If, 
however, an individual elects the optional standard deduction, no 
itemized deduction is allowable with respect to such tax unless it is 
attributable to a trcule or business carried on by him, in which event 
the amount of the tax is deductible from gross income in computing 
adjusted gross income. 

The amount of the above-mentioned Alabama gasoline license 
tax collected by the distributor or dealer should not be included in 
his gross income, and no deduction is allowable with respect to the 
amount of the tax remitted to the county. 

Advice is requested whether the Alabama gasoline license tax 
imposed by the act of the Alaba, ma Legislature approved September 
16, 1947, effective October 1, 1N7& may be deducted by the consumer in 
his k'cdct n, l inconte tax return, 

8GS072' — 50 — 8 
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The pertinent provisions of the Alabama statute imposing the tax ill 

question provide in part as follows: 

SEGTIQN 1. This act shall apply in, and only in, counties which have a population 

of 400, 000 inhabitants, or more, according to the last or any subsequent B'ederni 

census; this act shall not have the effect of altering or repealing in any wise 

any statute now in effect, except all ordinances of any municipality within 

such counties which impose or levy any gasoline excise tax or license tax based upon 

or graduated by the number of gallons of gasoline sold, distributed, stored, ds. 

livered or withdrawn from storage, but shall be in addition to and cumulative fp 

all lavvs now in effect. 
Szc. 2. iIVhen used in this act — (a) The term "person" means and includes every 

huruan being, firm, corporation, club, partnership, company, trustee, agency nr 

association, and any agent, servant, employee, or officer thereof, singular and 

plural. (b) The term "distributor" and the term "seller" each shall mean and 

include any person, as the word "person" is herein defined, who is engaged in' 

the business of selling, distributing, delivering, storing, or taking out of storage 

gasoline within the county, or who sells, delivers, stores or takes out of storage 

gasoline within the county. 
SEc. 3. (a) Every distributor or seller of gasoline shall in addition to all other 

taxes and licenses imposed or levied by law, pay a license tax to the county equal 

to 1 cent on each gallon of gasoline by him sold, distributed, delivered, stored or 

talren out of storage within the county; 
Ssc, 4. Every distributor and seller and every retail dealer of gasoline shall 

add the amount of the license tax levied and assessed herein to the price of the 

gasoline; it being the purpose and intent of this provision that the tax levied by 

this act is in fact a levy upon the consumer, with the distributor, seller and retail 

dealer acting merely as agent of the county for the collection of the tax. Each 
distributor and seller (except the retail clealer) shall state the amount of the 

tax separately from the price of the gasoline on all invoices or sales or delivery 

slips; and each retail dealer shall state the amount of the tax separately from 

the price of the gasoline on all display signs and advertisements which state or 

indicate the price of the gasoline. It shall be unlawful for any distributor, seller, 
or retail dealer engaged in or continuing within such county in the business for 
which the license tax is required by this act to fail or refuse to add to the sales 
price and collect from the purchaser the amount due by the taxpayer on account 
of the tax herein provided or to ret'und or offer to refund all or any part of the 
amount collected or to absorb or advertise directly or indirectly the absorption 
or rebate of the tax or any portion thereof. 

Section 28(c) (1) of the Internal Revenue Code provides that in 

computing net income there shall be allowed as deductions taxes paid 
or accrued within the taxable. year, with certain exceptions not here 
material, and section 29. 28(c) — 1 of Re~mxlations 111 provides that iB 
general taxes are deductible only by the person upon whom they are 
imposed. 

In view of the express intent of the Alabama State Legislature, as 
set forth in section 4, 8upva, of the act approved September 16, 1947i 
that the tax in question is in fact a levy upon the consumer, with the 
distributor, seller, and retail dealer actino merely as agents of the 
county for the collection of the tax, it is he7d that the gasoline license 
tax is deductible for Is ederal income tax purposes, under the provisions 
of section 28(c) (1) of the Internal Revenue Code, by the consumer& 
provided, however, that in the case of an individual who elects to ta&e 
the optional standard deduction, no deduction is allowable unless the 
gasoline license tax is attributable to a trade or business carried on 

by him. If the tax is attributable to a trade or business carried on by 
an individual, the amount of such tax is deductible from gross income 
in computing adjusted gross income. 

The amount of tax collected by the distributor or dealer should not 
be included in his gross income, and no deduction is allowable wit" 
respect to tlie amount of the tax remitted to the county. 
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1949-18-13171 
I. T. 3966 

INTERNAI REvENCE CODE 

Contributions made by employers and employees to the State of 
California pursuant to the California Unemployment Insurance Act, 
as amended, are deductible as taxes under section 28(c) (1) of the 
Internal ltevenuc Code in computing net income for Federal income 
tax purposes. 

I. T. 6006 (C. B. 1067 — 2, 81) revoked. 

Advice is requested as to the deductibility for Federal income tax 
purposes of contributions made by employers and employees to the 
State of California pursuant to the California Unemployment In- 
surance Act, as amended. 

The California Unemployment Insurance Act (formerly known as 
the Unemployment Reserves Act), as originally enacted. , provided 
for the payment of unemployment compens~ation by the State to indi- 
viduals who were unemployed but were able to work. The act provided 
for percentage contributions by both employers and employees based 
on salaries. Fffective May 21, 1946, the act was amended by the addi- 
tion of article 10 which provides for compensation to employees in 
case of disability due to sickness or accident. The moneys obtained 
from such contributions constitute a separate fund in the hands of 
the State to carry out the purpose of the amendment. 

The California Unemployment Insurance Act (then known as the 
Unemployment Reserves Act) was given consideration by this of[ice, 
prior to the addition of article 10, in I. T. 3096 (C. B. 1937 — 2, 81), and 
it was there held in effect that contributions made by employers and 
employees under the provisions of the act were deductible from gross 
income for Federal income tax purposes as business expenses. As 
indicated in the ruli»g, that conclusion was based on an opinion of the 
attorney general of the State of California as to the legal status of 
such contributions. He had held that "The payroll contribution cannot 
be held to be a tax, " 

Recent decisions indicate that the California courts regard the con- 
tributions made by both employers and employees to the State fund as 
taxes. In Isenberg v. California Employment Stabilization Commis- 
sion et al. (172 Pac. (2d) 527), the court said (at page 531): "By what- 
ever name it may be called, the 'contribution' is a tax. " To the same 
effect are: La Societe Franoaise de Bi enfaisance cVutuelle v. California 
Lmployment Commission (133 Pac. (2d) 47); Empire Star cVines 
Co. , Ltd. , v. Cali fornia Employment Commission (168 Pac. (2d) 686); 
modern Barber CoPeges, Ino. , v. Cali fomua Employment Stabilization 
Commission (192 Pac. (2d) 916). 

In view of the above, it is held that contributions made by employers 
and employees to the State of California pursuant to the California 
Unemployment Insurance Act, as amended, are deductible as taxes 
under section 23(c) (1) of the Internal Revenue Code in computing 
net i»come for Federal income tax purposes. (See Mim. 4595, C. B. 
1937 — 1, 63. ) I. T. 3096, supra, is hereby revoked. 



$ 29. 28(c) — 1. ] 

SEC TzoN 29, 23 ( c ) — 1: Taxes. 
(Also Section 24, Section 29. 24 — 1. ) 

INTLrRNAL REVENEE CODE 

1949 — 20-13198 
I. T. 80to 

Contributions made by employers and en:ployees (workers) to the 
Neiv Jersey unemployment compensation fund and to the State disa- 
bility benefits fund pursuant to chapter 21, title 48 of the Revised 
Statutes of- New, Jersey, as amended and supplemented, are deductible 
as taxes uncler section 28(c) (1) of the Internal Revenue Code. 

Contributions made by employees (workers) in accordance with 
private plans which provide for payment of disability benefits pur- 
suant to chapter 21, title 48 of the Revised Statutes of New Jersey, 
as amencled and suppleuiented, are not taxes within the meaning of 
section 28(c) (1) of the Co~le, nor medical expenses under section 
28(x) of tlie Code. They are personal expenses under section 
24(a) (1) of the Code which are not deductible for Federal income 
tax purposes. 

Advice is requested as to the cleductibility for I&'ederal income tax 
purposes of contributions made by employers and employees (referred 
to sometimes in the New Jersey statute as workers) to the New Jersey 
unemployment compensation fund and to the State disability benefits 
fund pursuant to chapter 21, title 43 of the Revised Statu'es of Nelv 

Jersey, as amended ancl supplemented. Advice is also requested as 
to the cleductibility of contributions made by such employees in ac. 
corclance with private plans which provide f' or payment of disability 
benefits pursuant to the same provisions of New Jersey law. 

Prior to June 1, 1948, chapter 21, title 48 of the Revised Statutes of 
New Jersey provicled for the payment of unemployment compensa- 
tion benefits to those unemployed persons who were able to work and 
available for work. ERective June 1, 1948, the law was air ended to 
provide also for compensation to employees in case of disability due 
to nonoccupational sickness or accident as the result of which they are 
unavailable or unable to work. Employees may be covered by the 
State plan or by private plans. The pertinent provisions of the New 
Jersey Revised Statutes read as follows: 
48: 21 — 1. SHosr Tirr. E. 

This chapter shall be known and may be cited as the "UnemploVment Com- 
pensation Law. " 
48: 21 — 4 BENEF1T EnrGIBII. I1Y CONDITIONs, 

An unemployed individual shall be eligible to receive benefits with respect 
to any neck only if it appears that: 

'4 

(c) He is able to work, and is available for work. 
48: 21 — 7. Coxrarsurioixs. 

(a) Payment. 
(1) On and after December first, one thousand nine hundred and thirty-si» 

contributions shall accrue and become payable by each emplover for each cal- 
endar vear in which he is subject to this chapter, with respect to having in" 
dividuals in his employ during such calendar year ~ * * Such contributions s all become due and be paid by each employer to the commission [unemploy- 
shall be om 
ment compensation commission! for the fuud [unemployment compensatio n fund] in accordance with such regulations as may be prescribed, and shall uot be deducted, in ivhole or in part, froin the remuneration of individuals in his employ. 

4 
(d) Contribution of workers; transfer to temporary disability benefit fund (1) Each worker shall contribute to the fund one per centum (1%) wag'es paid by an employer with respect to his employment + + + provide&, 
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however, that such contribution shall be at the rate of one-fourth of one per 
centum ('/c of 1/o) of wages paid with respect to employment on and after 
Januarv first, one thousand nine hundred and forty-nine, while the worker is 
covered by an approved private plan under the Temporary Disability Benefits 
Laiv. Each employer shall, notwithstanding any provisions of law in this State 
to the contrary, withhold in trust the amount of his workers' contributions from 
their wages at the time such wages are paid, shall show such deduction of [sic] 
his payroll records, shall furnish such evidence thereof to his workers as the 
commission may prescribe, and shall transmit all such contributions, in addi- 
tion to his own contributions, to the oifice of the commission in such manner 
and at such times as may be prescribed. If any employer fails to deduct the 
contributions of any of his workers at the time their wages are paid, or fails 
to make a deduction therefor at the time ivages are paid for the next succeeding 
payroll period, he alone shaH thereafter be liable for such contributions, and 
for the purposes of section 48: 21 — 14 of this title, such contributions shall be 
treated as employer's contributions required from him. 

(2) There shall be deposited in and credited to the State disability benefits 
fund, as the same shaH be established by law, three-quarters of all worker con- 
tributions, received by the commission pursuant to subparagraph (1) above on 
and after April first, one thousand nine hundred and forty-eight or the date 
this subparagraph takes effect, whichever is later, with respect to wages upon 
which the rate of contribution is one per centum (1%) as provided in (1) above. 

(e) Contributions by employers to State disability lienefits fund. 
(1) Except as hereinafter provided, each employer shall * ' * contribute 

one-quarter of one per centum ( /4: of I%%uo) of the wages paid by such employer 
to workers vvith respect to employment after January first, one thousand nine 
hundred and forty-nine. Such contributions shall become due and be paid by 
each einployer to the commission for the State disability benefits fund as estab- 
lished by law, in accordance with such regulations as may be prescribed, and 
shafi not be deducted, in whole or in part, from the remuneration of individuals 
in his employ. 

43: 21-'2;i. SIioRT TITI. E. 
This act shaH be known and may be cited as the "Temporary Disability Benefits 

Law. " 
43: 21-20. Pvsross. 

S * 

The public policy of this State, already established, is to protect employees 
against the suffering and hardship generally caused by involuntary uuemploy- 
ment. But the unemployinent compensation law provides benefit payments to 
replace mage Loss caused by involuntary unemployment only so long as an in- 
dividual is "able to work, and is available for ivork, " and fails to provide any 
protection against wage loss suffered because of inability to perform the duties 
oi'a job interrupted by illness. * * ~ [Italics supplied. ] 

It has been found that existing voluntary plans for the pavment of cash sick- 
ness benefits cover less than one-half of the number of worl-ing people of this 
State ivho are now covered by the unemployment coinpcnsation law, and that 
even this degree of voluntary protection affords uneven, unequal and sometimes 
uricertain protection ainong the various voluntary benefit programs. It is 
therefore desirable and necessary to fill the gap in existing provisions for pro- 
tection against the low of earnings ciiused by involuntary unemployinent, by 
extending such protection to meet the hazard of earnings loss due to inability 
to work caused by nonoccupational sickness or accident. [Italics supplied. ] 

In order to maintain consumer purchasing power relieve the serious 
menace to health. morals and welfare of the people caused by insecurity and the 
loss of earnings, to reduce the necessity for public relief of needy persons, and in 
the interest of the health, welfare and security of the people of this State, such a 
system, enacted under the police power, is hereby established, requiriug the pay- 
ment of reasonable cash beneQts to eligible individuals suffering accident or ill- 
ness which is not compensable under the workmen's compensation law. [Italics 
supplied. ] 
48: 21 — 82. ESTxsLISHMEivT oF PRIVATE PLBlvs 

Any covered employer may establish n private plan for the payment of dIsability 
benefits in lieu of the benefits of the State plan hereinuftc" esbih)i«u d B~n& fitv 
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under such a private plan may be provided by a contract of insurance issued by aa 
insurer duly authorized and admitted to do business in this State, or by an agree. 
ment between the employer and a union or association representing his employees, 
or by a specific undertakin by the employer as a self-insurer. Subject to the 
insurance laws of this State, such a contract of insurance may be between the 
insurer and the employer; or may be between the insurer and two or more e~. 
ployers, acting for the purpose through a nominee, designee or trustee; or may 
be between the insurer and the union or association with which the employer has 
an. agreement with respect thereto. 

a 

(d) no greater amount is required to be paid by employees toward the cost 
of benefits than that prescribed by law as the amount of. worker contribution 
to the State disability benefits fund for covered individuals under the State 
plan; 
43: 21 — S3. Li'LKcTIQN BY LiIIPLCYEKs l DEDUcTIoN oF CoNTBIBUTICNs. 

If employees are to be required to contribute toward the cost of benefits under 
a private plan, such plan shall not become effective unless prior to the effective 
date a majority of the employees in the class or classes to be covered thereby have 
agreed thereto by written election. In such event, the employer may during the 
continuance of the approved private plan collect the required contribu- 
tions thereto by deduction from the wages paid to covered individuals under 
such plan; provided, that if any employer fails to deduct the contributions 
of any of his employees at the time their wages are paid, or fails to make a 
deduction therefor at the time wages are paid for the next succeeding payrofi 
period, he may not thereafter collect a contribution with respect to such wages 
previously paid. 

The decisions indicate that the New Jersey Unemployment Compen- 
sation Commission and the Federal and New Jersey courts regard the 
contributions to the State unemployment compensation fund as taxes, 
(See In re Wilsonite Corporation, 28 Fed. Supp. 918; In re 'Wm. 
Akers, J'r. , Co. , Ine. , 121 Fed. (2d) 846; Singer Sewing IIIachine Co. v. 
Eew Jersey Unemployment Compensation Commission et al. , 128 
N. J. L. 611, 27 A. (2d) 889, alarmed, 180 N. J. L. 178, 81 A. (2d) 818; 
Itaines v. Unemployment Compensation Commission, 129 N. J. L. 28, 
28 A. (2d) 46, afiirmed, 129 N. J. L. 887, 80 A. . (2d) 81, certiorari 
denied, 819 U. S. 757. ) 

Accordingly, it is held that contributions made by employers and 
employees to tlie New Jersey unemployment compensation fund pur- 
suant to chapter 21, title 48 of the Revised Statutes of New Jersey, as 
amended and supplemented, are deductible as taxes under section 
28(c) (1) of the Internal Revenue Code. It is held further that con- 
tributions made by employers and employees to the State disability 
benefits fund pursuant to the same provisions of New Jersey law are 
also deductible as taxes under section 28(c) (1) of the Code. It was held in Robert 0. Deming, J'r. , v. Commissioner (9 T. C. 888, 
acquiescence, C. B. 1948 — 1, 1) that the petitioner was entitled to a de- 
duction for medical expenses computed by subtracting from the total 
medical expenses paid, after appropriate adjustment as to 5 Iiercent of 
his adjusted gross income, only the amount received under three acci- 
dent, insurance policies as indemnification for expenses of hospital and 
medical care. The amount received as indemnification for loss of earn. 
ings was not required to be used as a set-ofi' against medical expenses 

Amounts received by employees under a private plan for payment 
of disability benefits are to compensate for loss of earnings only. 
is held that contributions made by employees in accordance with such 
private plans are not taxes within the meaning of section 28(c) (1) of 
the Code, nor niedical expenses under section 28 (x) of the Code. They 
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are personal expenses under section 24 ( a) ( 1 ) of the Code which are 
not deductible for Federal income tax purposes. (See I. T. 89(&7& 

page 83& this Bulletin, relating to California. ) 

SEOTION 29. 28 (c) — 1: Taxes. 
(Also Section 22 (a), Section 29. 22 (a) — 5; Section 

22(n), Section 29, 22(n) — 1; Section 23(a) 
& 

Sec- 
tion 29. 28 (a) — 1; Section 24, Section 29. 24 — 2. ) 

INTERNAL REVENUE CODE 

1949-25-13249 
I. T. 8983 

Treatment for Federal income tax purposes of the taxes with 
respect to rentals, adniissions, and sales of tangible personal prop- 
erty imposed by the Florida Ikevenue Act of 1949. 

Advice is requested as to the treatment for Federal income tax pur- 
poses of the taxes with respect to rentals, admissions, and sales of 
tangible personal property imposed by the Florida, Revenue Act of 
1949 which became cRective on November 1, 1949. 

The pertinent provisions of the Florida Revenue Act of 1949 provide 
in part as follows: 

Szc, 3. (a) That it is hereby declared to be the legislative intent that every 
person is exercising a taxable privilege who engages in the business of renting, 
leasing or letting any living quarters, sleeping or housekeeping accommodations 
in, from, or a part of, or in connection with any hotel, apartment house, rooming 

, house, tourist or trailer camp, as hereinbefore defined in this act. For the exer- 
cise of said privilege a tax is hei eby levied as follows: in the amount equal to 
three percent (3%) of and on the total rental charged for such living quarters, 
sleeping or housekeeping accommodations by the person charging or collecting 
the rental 

(b) The tax provided for herein shall be in addition to the total amount of the 
rental and shall be charged by the lessor or person receiving the rent in and by 
said rental arrangement to the lessee or person paying the renial, and shall be 
due an&1 payak&le at the time of the receipt of such rental payinent k&y the lessor 
or persori, as defined in this act, who receives said rental or payment. The ov iier, 
lessor or person receiving the rent shall remit the tax to the Comptroller at the 
times and in the manner hereinafter provided for "dealers" to remit taxes under 
this act. The same duties imposed by this act upon dealers in tangible personal 
property respecting the collection and remission of the tax ~ " * sh&ill apply 
to and be binding~upon all persons who manage or operate hotels, aparlme»t 
houses, rooming houses, tourist and trailer can&ps, and to all persons ivho collect 
or receive such rents on behalf of such owner or lessor taxable under this act. 

SEc. 4. It is hereby declared to be the legislative intent that every person & xer- 
cising a taxable privilege who sells or receives anything of value, by ivay of 
admissions and that every person who sells admissions to any place of amusement, 
or for the privilege of entering or staying in»ny place of amusenient, inclusive of 
admissions to theatres, outdoor theatres, shows, exhibitions, games, runs a»d 
any pin& e where charge is made through any selling of tick-ets, gate el&urges, seat 
charges, box charges, season pass charges, and cover charges or receipts of any- 
thing of value me:is»red on an a&lmission or length of stay, or seat box accominod;i- 
tions, i» any place of business or where there is any exhibition or entertainment, 
shall be subject to a tax for thc exercise of such privilege. 

(a) At the rate of three yercent (3%) of the sales pi ice or the actual value 
received for such admissions, the said three percent (3% ) to be added and col- 
lected ivith all such a&lmissio»s from the purchaser thereof, and su& h tax shall be 
paid for the exercise of the privilege as defined in the preceding paragraph. 

(d) 
All of the provisions of this act rel &ting to col lee(in&i * * * of taxes»pon 

sales of tangible personal property sliall like&vise apply to all privil&g&. described 
oi' referred to in this se& tion 
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Szc. o. That it is hereby declared to be the legislative intent that every person 
is exercising a taxable privilege who engages in the business of selling tang(Mq 
Personal ProPerty at retail in this State, or who rents or furnishes any of the 
things or services taxable under this act, or who stores for use or consumption in 
this State any item or article of tangible personal property as defined herein and 
who leases or rents such property within the State of Florida. For the exercise 
of said privilege a tax is levied as follows: 

(a) At the rate of three percent (8%) of the sales price of each item or article 
of tangible personal property when sold at retail in this State; the tax to be cola. 
puted on gross sales for the purpose of remitting the amount of tax due the State 
and to include each and every retail sale. 

(b) At the rate of three percent (Bpc) of the cost price of each item or article 
of tangible personal property when the same is not sold but is used, consumed, 
distributed or stored for use or consumption in this State; provided there sha]l 
be no duplication of the tax. 

(c) At the rate of three percent (Bp&) of the gross proceeds derived from 
the lease or rental of tangible personal property, as defined herein 

(d) At the rate of three percent (Sp&) of the lease or rental price paid by 
lessee or rentee, or contracted or agreed to be paid by lessee or rentee, to the 
owner of the tangible personal property. 

(e) The said tax shall be collected from the dealer as defined herein and 
paid at the time an(1 in the manner as hereinafter provided. 

Sac. 7. (a) The privilege tax herein levied measured by retail sales shall be 
collected by the dealers from the purchaser or consumer. 

(b) Dealers shall, as far as practicable, add the amounts of tax imposed under 
this act to the sale price or charge, which shall be a debt from the purchaser or 
consumer to the dealer, until paid 

e 

(d) A person engaged in any business taxable under this act shall not adver- 
tise or hold out to the public, in any manner, directly or indirectly, that he will 
absorb all or any part ot' the tax, or that he mill relieve the purchaser of the 
pap ment of all or any part of the tax. 

Sac. 12. For the purpose of compensating the lessors of real and personal 
property taxed hereunder, and for the purpose of compensating dealers in tangible 
personal property and for the purpose of compensatiug owners of places where 
admissions are collected, as compensation for the keeping of prescribed records 
and the proper accounting and remitting of taxes by them, such seller, lessor, owner and dealer shall be allowed three percent (8+p) of the amount of the tax due and accounted for and remitted to the Comptroller, in the form of a deduction in submitting his report and paying the amount due by him 

Section 23(c) (1) of the Internal Revenue Code provides that m 
computing net income there shall be allowed as deductions taxes paid or accrued within the taxable year, with certain exceptions not here 
material. Section 90. 23(c) — 1(a) of Regulations 111 provides that m 
general taxes are deductible only by the person upon whom they are 
imposed. Section 9:3(c) (8) of the Code provides that a tax imposed 
by any State, Territory, District, or possession of the United States, or any political subdivision thereof, upon persons engaged in selling tangible personal property at retail, which is measured b ~ the gross sales price or the gross receipts from the sale or which is a stated suN 
p 

' 

p operty sold, or upon persons engaged in furnishing services at retail, which is measured by the gross receipts for furnish- ing such services, if the amount of such tax is separately stated, the)i to the extent that the amount so stated is paid by the purchaser (other-, &vise than in connection with the purchaser's trad b 
' 

) t such erson such am p suc & amount shall be allowed as a deduction in computing the net income of such purchaser as if' such amount constituted a tax imposed upon and paid by such purchaser. 
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It is not necessary, for the purposes of section 23(c) (3) of the Code, 
that the purchaser be furnished with a sales slip, bill, invoice, or other 
statement on whicli the tax is sepa. rately stated. Inasmuch as the law 

section 7(d) of the Florida Revenue Act of 1949) prohibits the seller 
rom absorbing the tax, it is presumed that the amount of the tax, 

in each instance, is sepa~rately stated. (See section 29. 23(c) — 1(b) of 
Regulations 111. ) 

In view of the foregoing, it is held that the taxes imposed by sections 
3, 4, and 5 of the Florida Reveiiue A. ct of 1040 are deductible, under 
the provisions of section 23(c) (1) of the Internal Revenue Code, by 
the persons exercising the respective privileges set forth therein. If 
such persons are individuals, the deduction must be taken in computing 
adjusted gross income. (Sce section 22(n) (1) of the Code. ) The 
tax collected from the purchasers, including that portion ot the tax 
collected which is retained as compensation for keeping prescribed 
records and the proper accounting and remitting of taxes, must be 
included in the gross income of the persons exercising the privileges. 

It is further held that to the extent the taxes imposed by sections 3, 
4, and 5 of the Florida Revenue Act of 1949 are paid by the purchaser, 
otherivise than in connection with his trade or business, they are de. 
ductible by the purchaser under section 23(c) (3) of the Code, except 
in the case of an individual who elects to take the optional standard 
deduction. Where such taxes are paid in connection with the pur- 
chaser's trade or business, they are deductible by the purchaser as a 
business expense if the cost, of the property or services is properly 
chargeable to expense. In case the purchaser is an individual, the 
taxes must be deducted in computing adjusted gross income. (See 
section 22(n) (1) of the Code. ) Such taxes are to be treated as capital 
items where the cost of the property or services is properly capitalized. 

SECTION 23(x). — DEDUCTIONS FROM GROSS INCOME: 
MEDICAL, DENTAL, ET('. , EXPENSES 

SEOTIoN 29. 23(x) — 1: Medical, dental, etc. , expenses. 

INTERNAL REVENUE CODLr 

Contributions by employees under a California voluntary plan for 
payment of unemployment compensation disability benefits. (See 
I, T. 3967, below. ) 

SECTION 24. — ITEMS NOT DLDUCTIBLE 

SEGTIQN 29. 24 — 1: Personal and family expenses. 
(Also Section 23 (x), Section 20. 23 (x) — 1. ) 

INTERNAL REVENUE CODE 

1940-18-13172 
I. T. 3067 

Contributions made by employees to a fund established under a 
volunt:iry plan for the payment of unemployment compensation 
disability benefits to e»iployees, which contributions are made pur- 
suant to section 4M of article 10 of the California Unemployment 
Insurance Act, are not allowable as deductions under section 23(rc) 
of the Inter nal Ilercnue Ccd, , but are nondeductible personal 
expeuses under section. 24(a) (1) of the Code. 
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Advice is requested relative to the ded. uctibility for Federal income 

tax purposes ot contributions made by einployees to a fund established 

under a voluntary plan for the payment of unemployment compensa- 

tion disability benefits pursuant to section 456 of article 10 of the 

California Uneniployment Insurance Act. 
Prior to the enactment of article 10 of the California Unemployment 

Insurance Act, uneinployment, compensation benefits were payable only 

to those unemployed persons who were able to work and available for 
work. EGective May 21, 1946, the act was amended by the addition 

of article 10 which provides for compensation to employees in case of 
disability due to sickness or accident as the result of which they are 

unavailable or unable to work. The stated purpose of article 10 is to 

compensate in part for the uoge loe8 sustained by individuals unem- 

ployed because of sickness or injury. Section 450 of article 10 provides 
that an emplover, the majority of employees employed in California 

by an employer, or both, shall have the right to establish a voluntary 
plan of disability benefits. Section 456 of article 10 provides that an 

employer may deduct percentage contributions from the wages of his 

eniployees. These contributions are payable into the fund provided 

by the voluntary plan and are in lieu of contributions into the State 
Unemployment Compensation Disability Fund. 

It was held in Eobert 0. De~ning, Jr. , v. Comnnis8ioner (9 T. C. 883, 
acquiescence, C. B. 1948 — 1, 1) that the petitioner was entitled to a 
deduction for medical expenses computed by subtracting from the total 
medical expenses paid, after appropriate adjustment as to 5 percent 
of his adjusted gross income, only the amount received under three 
accident insurance policies as indemnification for expenses of hospital 
and medical care. The amount received as indemnification for loss 
of earnings divas not required to be used as a set-OIF against medical 
expenses. 

In view of the fact tliat amounts received by employees under a vol- 
untary plan for the payment of unemployment compensation disability 
benefits are to compensate for loss of earnings only, it is held that 
contributions made by employees to a fund established under a volun- 
tary plan for the payment of sucli benefits, which contributions are 
made pursuant to section 456 ot article 10 of the California Unem- 

'ployment Insurance Act, are not allowable as deductions under sec- 
tion 28(x) of the Interna~l Revenue Code, but are nondeductible per- 
sonal expenses under section 24(a) (1) of the Code. 

SEcTIoN 29. M — 1: Personal and famiily expenses. 
INTERNAL REvENuE CODE 

Contributions by employees (workers) under a New Jersey private 
plan for payment of disability benefits. (See I. T. 8970, page 28. ) 

SEcTioN 29. 24 — 2: Capital expenditures. 

INTERNAL REvENDE CODE 

Florida privilege tax on sales of tangible personal property. (See I. T. 8983, page 61. ) 
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PART IV. — ACCOUNTING PERIODS AND METHODS OF ACCOUNTING 

SECTION 42. — PERIOD IX WHICH ITEMS OI' 
GROSS INCOME INCLUDED 

SEcTION 29. 42 — 1: When included. in gross 
income. 

INTERNAL REVENUL" CODE 

1949 — 14-13122 
I. T. 8961 

Income resulting from a retroactive increase in temporary air mail 
rates, granted by an order of the Civil Aeronautics Board fixing per- 
rnanent rates with respect to transportation of air mail, accrues, for 
P&ederal income tax purposes, for the ta. xable years during which the 
services were rendered. 

Advice is requested as to accrual of income resulting from retro- 
active increases in temporary mail rates, in the case of an air mail 
carrier, by the fixing of permanent rates by the Civil Aeronautics 
Board with respect to transportation of air mail during prior taxable 
years. 

In the instant case, the taxpayer operated an air mail route for a 
number of years prior~ to 1946 under a permanent certificate of public 
convenience and necessity issued to it by the Civil Aeronautics Board, 
for which it was compensated at a permanent rate. In 1945, the Board 
issued to the taxpayer a certificate of public convenience and necessity 
for a new route, and service thereunder was colnmenced in 1946. Pur- 
suant to an application by the taxpayer for a mail rate on this new 
route, the Board issued an order in 1947 fixing a temporary rate of 20 
cents per airplane mile for the new route, effective as of the date upon 
which service was commenced on the new route. Due to the fact that, 
the addition of' the new route materially altered the nature and in- 
creased the scope of the taxpayer's operations, the same order fixed a 
temporary rate of 20 cents per airplane mile for the old route. In 
1948, the Board issued an order eRective as of January 1, 1948, in 
which (. he temporary rate was increased to 85 cents per airplane mile, 
and the order stated "That, the proceeding remain open pending entry 
of an order fixing a final rate retroactiv~e to such date as the Board 
shall then determine, which said final rate may be lower or higher 
than the temporary rate. " The final rate to be fixed by the Board 
will be higher than the temporary rate and will be retroactive to the 
date upon which service was commenced on the new route. 

Section 401(m) of the Civil Aeronautics Act of 19'38 (52 Stat. 973, 
990) provides that: 

(m) 1vhenevcr so authorize&i by its certificate, any air carrier shall provide 
necessary and adequate facilities and service for the transportation of mail, and 
shall transport mail whenever required by the Postmaster General. Such air 
carrier sliall be entitled to receive reasonable compensation. therefor as herein- 
after provided. 

Section 42(a) of the In(ernal Revenue Code provides in part as 
follows: 

(a) Gr'r&ERAz. RUT. E. — The amount of all items of gross income shall be in- 

clude&1 in (he gross income for the taxable year in which received by the tax- 
payer, unless, under methods of accounting permitted under section 41, any such 
a&uounts arc to be properly accounted for as of a different period. 

Where income is properly reported on the accrual basis, it is the 
&vght to receive und not the actual receipt which determines the in- 
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elusion of the amount in gross income. (See Sgn'in' City Foundry 
Co. v. Com, nussioner, 292 U. S. 182, Ct. D. 829, C. B. XIII — 1, 281 
(19M). ) It appears that the temporary rate applicable to both routes, 
fixed by the order of the Civil Aeronautics Board in 1947, was not 
intended to represent and did not represent the reasonable compensa 
tion to which the taxpayer was entitled. That rate divas established 
when. tile taxpayer materially altered the nature and increased the 
scope of its operations. The Board was obviously of tile opinion that 
the exact amount of just. and reasoiiable compensation to be paid to 
the taxpayer from and after expansion of its operations required ex- 
tended consideration. Apparently, the Board believed that the tax 
payer had, at all times subsequent to commencement of service on the 
new route. the right to receive compensation in excess of the temporary 
rates which the Board fixed and that only further study was required 
to determine the exact amount. 

Accordingly, it is held that income resulting from a retroactive in- 
crease in temporary air mail rates, granted by an order of the Civil 
Aeronautics Board fixing permanent rates with respect to transporta- 
tion of air mail, accrues, for Federal income tax purposes, for the 
taxable years during which the services were rendered. 

I. T. 3851 (C. B. 1947 — 1, M) is not applicable to the facts presented 
in the instant case. 

SEcTIQN 29. 42-1: When included in gross income. 

INTERNAL REVENUE CODE 

Tax refunds. (See Mim. 6444, page 11. ) 

SEmroN 29. 42 — 2: Income not, reduced to 
possession. 

(Also Section 22 (b), Section 29. 22 (b) (2) — 1. ) 
INTERNAL REVENUE CODE 

1949 — 15 — 18180 
I. T. 8963 

A holder of an endowment policy who, prior to the maturit date 
n tifi o i es the insurer of his election to receive the proceeds under an option which provides for the payment of the proceeds in install- ments does not constructively receive the total amount of the proceeds on the date of maturity. If the policyholder does not, prior to the maturity date, notify the insurer of his election to receive tbe proceeds of the policy under such an optiou, the policy matures on a lump-sum basis, and the income therefrom is includible in gross income s. s provided in section 22(b) (2) of the Internal Revenue 

dvice is requested whether any Fed. eral income tax liability would result with respect to the proceeds of an endowment insurance policy where, on or after the maturity date, the policyholder elects to receive the roceeds in specified installments over a specified period of tiine T e policy in question provides that, in the absence of an election to receive the proceeds in installments, upon the expiration of a 
designated term of years the insurer will pay to the insured the face amount of the policy, if the insured be then living, or will pay suc]i 
amount before maturity of the policy to his beneficiary upon due proof 
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of the death of the insured. The optional methods of settlement pro- 
vide, infer alia, that the insured may, by written notice to the insurer, 
make the proceeds of the policy payable pursuant to certa. in options 
including (1) in equal annual, semiannual, quarterly, or monthly in- 
stallments for a fixed period of time in accordance with a table con- 
tained in the policy, and (2) in equal annual, semiannual, quarterly, or 
monthly installments of such amounts as may be agreed upon until the 
entire proceeds, plus interest, have been paid. It is stated that, al- 
though the policy does not, so provide, the insurer ordinarily allows the 
payee a reasonable time after the date of maturity of the policy within 
which to make the election of an optional settlement. 

Section 22(b) (2) (A) of the Internal Revenue Code provides in 
part that there shall be exempt from Federal income tax: 

In General. — Amounts received (other than amounts paid by reason of the 
death of the insured and interest payments on such amounts and other than 
amounts received as annuities) under a life insurance or endowment contract, 
but if such amounts (when added to amounts received before the taxable year 
under such contract) exceed the aggregate premiums or consideration paid 
(whether or not paid during the taxable year) then the excess shall be included 
in gross income. 

Section 29. 42 — 2 of Regulations 111 provides in part as follows: 
INcoME Nor REDUOED To PossEssIQN. — Income which is credited to the account 

of or set apart for a taxpayer and which may be drawn upon by him at any 
time is subject to tax for the year during which so credited or set apart, although 
not then actually reduced to possession. To constitute receipt in such a case 
the income must be credited or set apart to the taxpayer without any substantial 
limitation or restriction as to the time or manner of payment or condition upon 
which payment is to be made, aml must be made available to him so that it may 
be drawn at any time, and its receipt brought within his own control and 
dispos i tion. 

It is evident that where no optional settlement has been elected, the 
rights of the insured become fixed as of. the date the proceeds of the 
policy become payable, i. e. , the date of maturity. He is entitled, on 
the date of maturity, to demand a lump-sum payment of the proceeds 
of the policy. There are no restrictions or limitations on his right. to 
draw t' he full amount and to bring it within his own control and 
disposition. In such a case the insured will constructively receive 
any income from the policy on the maturity date. 

In view of the foregoing, it is held that a holder of an endow- 
ment policy who, prior to the maturity date, notifies the insurer of his 
election to receive the proceeds under an option which provides for the 
payment of the proceeds in installments does not constructively receive 
the total amount of the proceeds on the date of maturity. If the 
policyholder does not, prior to the maturity date, notify the insurer of 
his election to receive the proceeds of the policy under such an option, 
the policy matures on a lump-sum basis, and the income therefrom 
is includible in gross income as provided in section 22(b) (2) of the 
Internal Revenue Code. (Cf. Henry L. Btum v. EZiggin8, 57 Fed. 
Supp. 140, afFirmed, 150 Fed. (2d) 471, and Constance C. Fracl~elton 
v. Commissioner, 46 B. T. A. 883. ) The fact that the policyholder may, 
on or after the maturity date of' the policy, be permitted by the insurer 
to change the method of accepting payment of the proceeds does 
not result in the exercise of an optional election as a contra, ctual right. 
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SECTION 48. — PERIOD FOR WHICH DEDUCTIONS 
AND CREDITS TAKEN 

SEcrmN 29. 48 — 2: When charges deductible. 1949 17 18144 
G. C. M, 26069 

EVTERKAL REvENEE CODE 

New York City real estate taxes accrue, for Federal income tax 
purposes, as of the dates on which, under the charter of New York 

City, they become due and payable and become liens, i. e. , on October 

1 and A. pril 1. 

Reference is made to I. T. 8527 (C. B. 1942-1, 58), which holds that 

New York City real estate taxes accrue, for Federal income taxyur- 
poses, at the time when, under the charter of the city of New r ork, 

the real property assessment rolls are delivered to the collecting oflicer 

with warrants attached authorizing collection of the taxes. 
The position so taken was based on the decision of the Un. ited States 

Board of Tax Appeals (now The Tax Court of the United States) in 

8. E. ck 3X. E. Bernheirner Co. v. Cornn&issioner (41 B. T. A. . 249), 
which was alfirmed (121 Fed. (2d) 454), per curianx, by the Circuit 
Court of Appeals for the Second Circuit. In that case, the Board 
quoted from the opinion in United 8tates v. Anderson (269 U. S. 422; 
T. D. 8889, C. B. V — 1, 179 (1926)) as follows: "in advance of the 

assessment of A tax all the events may occur which fix the amount of 
the tax. and determine the liability oi the taxpayer to pay it, " and held 

in substance that New York City real estate taxes accrue "before the 

end of March when the tax bills are sent out" with collection warrants 
attached. Following the afiirmance of the Board decision in the Bern- 
heimer case by the circuit court, the Commissioner withdrew (C. B. 
1942 — 1, 2) his nonacquiescence in that tlecision and published I. T. 
8527, svcpra, which adopted the conclusions of the Board and the circuit 
court. At the same time, the Bureau revoked I. T. 2884 (C. B. XIII-2, 
189 (1984) ) and modified I. T. 8828 (C. B. 1989 — 2, 84), to the extent 
that it was in confiict with the views expressed in I. T. 8527, supra. 

However, in Adda, Inc. , v. Commissioner (9 T. C. 199, acquiescence, 
C. B. 1949 — 1, 1) the Tax Court held that where a taxpayer pur- 
chased real p~roperty in New York City (from a vendor residing in 
the same tax district in which the property was located) on August 
5, 1940, after the completion oi the assessment roll for the fiscal year 
beginning July 1, 1940, Ancl pAid the taxes on such property prior to 
June 80, 1941, the close of its income-tax taxable year, it was entitled 
to deduct. the Amounts paid as "taxes paid or accrued" for the taxable 
year ended June 80, 1941. The Tax Court allowed the deduction of 
the taxes by the vendee on the ground that, under New York law, 
there was neither a lien on the property nor personal liability on the 
vendor for payment of the taxes at the time of the taxpaver s acqui- 
sition of the property, regardless of whether the vendor was a resident 
or nonresident of the tax district and, further, that even if there was a 
personal liability imposed on the vendor under New York law, it 
would be ineffective, since, under section 172 of the New York City 
charter, the taxes in question did not become due and the tax lien did 
not attach until October 1. 1940, which was after the acquisition 
of the property by the taxpayer. In Adda, Inc. , suprema, the Tax Court 
held that the Bernheimer case was distinguishable for the reason that, 
as stated in the opinion of the Circuit Court of Appeals for the Second 
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Circuit in Cornrnissioner v. LeBoy (152 Fed. (2d) 986, affirming the 
Tax Court, 4 T. C. 70), "The issue there involved the right of the 
owner of property who reported its income on the accrual basis to 
accrue and deduct taxes after they had been assessed but before they 
were due, where ownership remained unchanged, " and added that "A 
privilege accorded the taxpayer to accrue taxes before they are due, 
when his books are kept and returns made on the accrual basis, does not 
thereby impose a liability to pay taxes before they become due. " 

The Tax Court decision in the Adda, Inc. , case was a6irmed by the 
Circuit Court of Appeals for the Second Circuit (171 Fed. (2d) 867) 
on January 14, 1949. The court cited with approval its decision in 
the LeRoy case, sMpru. Certiorari was not applied for in the Adda, 
Inc. , case. 

In the LeRoy case the Circuit Court of Appeals for the Second 
Circuit held, citing 31agncder v. 8upptee (816 U. S. 804; Ct. D. 1550, 
C. B. 1042 — 1, 178), that where real property in a borough in New 
York City, owned by a nonresident of that borough, against whom, 
under the genetal tax law, there is no personal liability for the pay- 
ment of the tax on such property, was sold by such owner before the 
taxes became a lien on the property, the purchaser may deduct the full 
amount paid in satisfaction of such liability as "taxes. " The Bureau 
concluded that the decision did not require the modification of any 
existing rulings. The nonacquiescence in the LeRoy case was with- 
drawn, and the decision was acquiesced in (C. B. 1946 — 1, 8). The 
decisions of the Tax Court, and the Circuit Court of Appeals for the 
Second Circuit in the Adda, Inc. , case were followed in the similar case 
of Commissioner v. La~rence Operating Co. (See 152 Fed. (2d) 988, 
C. C. A. . — 2, aSrming the Tax Court's memorandum opinion of Feb- 
ruary 8, 1945. ) 

The question at issue in the Adda, Inc. , case was also at issue in 
Commissioner v. ~finer LI'otets, Inc. , 3'etc York (178 Fed. . (2d) 566, 
certiorari not applied for). In that case, the Circuit Court of Appeals 
for the Sixth Circuit cited the decision of' the Circuit Court of Appeals 
for the Second Circuit in the Adda, Inc. , case, sMpra, and held that 
the second installment of New York City real estate taxes on a parcel 
of real estate in the Borough of Manhattan, purchased by the taxpayer 
on January 7, 1048, from a corporation, a, resident of the same borough, 
which was paid by the taxpayer on or about April 1, 1948, accrued for 
Federal income tax purposes on April 1, 1048, the due date of the 
second installment. (The case went to the Circuit Court of Appeals 
for the Sixth Circuit because Milner Hotels, Inc. , New York, the 
taxpayer-vendee, had its principal oKces in Detroit, Mich. , and filed 
its Fetleral income tax returns in that city. ) 

It is apparent that the decisions in the above cases were based largely 
on the provisions of section 172 of the charter of Nevv York City 
adopted November 8, 1986, effective January 1, 1088, vvhich, as 
amended to September 80, 1946, and as now in effect, provides in part 
as follovvs: 

All taxes upon real estate for each fiscal year [which, under section 111 of the 
charter, begins on the 1st day of July in each year and ends on the ensuing 30ih 
day of June] shall be due and payable in two equal installments, the first of 
which shall be due and payable on the 1st day of October in such year, the second 
of which shall be due and payable on the 1st day of April in such year 

All taxes shall be and become liens on the real estate affected thereby and 
shall be construed as and deemed to be chargerl thereon on the respective days 
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when they become due and payable, a. nd not earlier, and shall remain such liana 

until paid. 

Although the Tax Court and the Circuit Court of Appeals for the 
Second Circuit in their decisions in the LeRoy and Adda, Inc. , cases 
distinguished, rather than overruled, the Bernheimer decision, it seems 
clear, in the final analysis, that those courts are now of the opinion 
that Ne&v York City real estate taxes accrue, for Federal income tax 
purposes, as of the dates on which, under the charter of New York 
City, tlie taxes become due and payable and become liens, i. e. , on 
October 1 and April 1. The Circuit, Court of Appeals for the Sixth 
Circuit in the Milner Hotels, Inc. , New York, case did not refer to 
the Bernheimer decision, but cited and followed the decision of the 
Circuit Court of Appeals for the Second Circuit in the Adda, Inc, , 
case. Under these circumstances, it is believed that the Bureau can 
no longer hope to sustain the position taken in I. T. 3527„supra. 
Accordingly, it. is recommended that I. T. 3527, which holds that, New 
York City~ real estate taxes accrue at the time when, under the charter 
of New York City, the real property assessment rolls are delivered to 
the collecting ofFicer with warrants att" ched, be revoked, and that the 
position be taken that those taxes accrue, for Federal income tax pur- 
poses, on the respectives dates when, under section 172 of tire charter 
of New York City, they become due and payable. 

CrrARLEs OLrr HANT, 
Chief Counsel, Bureau of Infernal Revenue. 

SEcTIoN 29. 43 — 2: Wlren charges deductible. 1949 — 18 — 13173 
I. T. 3968 

riVTERNAL REvENUE CODE 
Corporations which accrued and deducted, for Federal income-tax 

taxable years ended July 81, 1948, to and including December 81, 
1948, the New York State franchise tax at the rate of 4% percent will 
be considered to have properly accrued and deducted such tax. The 
additional tax of 1 percent made applicable to such years by the 
amendment to the New York State franchise tax law which became 
effective March 21, 1949, should be accrued and allowed as a deduc- 
tion in the Federal income tax returns of such corporations for the 
succeeding taxable vear. 

Advice is requested as to the accrual, for Federal income tax pur- 
poses, of the increase in the New York State franchise tax on business 
corporations which became efFective March 21, 1949. 

Subdivision 1 of section 210 of the New York State franchise tax 
laiv, added by chapter 415 of the Laws of New York& 1944& as amended, 
was further amended by chapter 241 of the Laws of New York, 1949, 
by adding the following: 

and provided, further, that the tax computed on the basis of all or 
any part of each and every fisca or calendar year beginning after July 81, 1947, 

el r' 
to the extent coinputed on the basis of entire net income or entire net 'nco e plus a aries or on the portion thereof allocated within the State, shall be at the rate 

i m p 

of 6" , per centum instead of 4r/a per centum. 
The last-cited statute was enacted and became efFective on March 21& 1949. 

In Van iorman Co. v. lVelch (141 Fed. (2d) 99), decided by the 
United States Circuit Court of Appeals for the First Circuit on 
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March 8, 1944, the court stated in part as follows: "On the accrual ba, sis 
no attempt should be made to include things which cannot be learned 
until beyond a reasonable time after the tax period. That is to say, 
(he taxpayer should not be required to hold his books open beyond a 
reasonable time after the close of the period. " (See I. T. 8672, C. B. 
1944, 511. ) 

The Bureau has held that the New York State franchise tax accrues 
on the first day of a corporation's taxable year. (See I. T. 8607, C. B. 
1944, 116. ) A new law which merely changes the rate of taxation 
ordinarily does not change the otherwise recognized accrual date. 
(See 6. C. M. 17840, C. B. XV — 2, 81 (1086). ) However, where the 
change in rate occurs after the close of the corporation's taxable year, 
consideration must be given to the question whether the statute chang- 
ing the rate was passed "in ample time to allow the taxpayer to read- 
just its accounts" prior to the due date of the return. (See Fauicus 
machine Co. v. United 8fates, 282 TJ. S. 875; Ct. D. 278, C. B. X — 1, 
424 (1081). ) 

In the case of corporations using the accrual method of accounting 
and having income-tax taxable years ended July 81, 1048, to and in- 
cluding December 81, 1048, the law changing the rate of the franchise 
tax was not enacted until after the due dates for filing their Federal 
income tax returns for such years. 

Accordingly, it is held that corporations which accrued and de- 
ducted, for Federal income-tax taxable years ended July 81, 1048, to 
and including December 81, 1048, the New York State franchise tax at 
the rate of 4I/2 percent will be considered to have properly accrued and 
deducted such tax. The additional tax of 1 percent made applicable 
to such years by the amendment to the New York State franchise tax 
law which became efFective Mn, rch 21, 1049, should be accrued and 
allowed as a deduction in the Federal income tax returns of such 
corporations for the succeeding taxable year. (See I. T. 8849, C. B. 
1047-1, 18, relating to accrual of the New York State franchise tax 
where the rate was retroactively decreased. ) 

SEcTloN 29. 48 — 2: When charges deductible. 

INTERNAL RLrVLrNUE CODH 

1949-20-18194 
I. T. 8071 

Date of accrual for Federal income tax purposes of the New York 
State franchise tax on business corporations for the period begin- 
ning November 1, 1044 (January 1, 1045, in the case of holding cor- 
porations), and extending through any subsequent part of the tax- 
payer's first fiscal or calendar year ending after such date. 

I, T. 3607 (C. B. 1044, 110) modified. 

Reconsideration has been given to that part of I. T. 8607 (C. B. 1044, 
116) relating to the accrual for Federal income tax purposes of the 
New York State franchise ta, x imposed on business corporations by 
section 209. 2, article 9 — A, chapter 62 of the New York tax law (as 
added by section 2, chapter 415, Laws of 1944, efFective March 81, 
1944) for the transitional period beginning November 1, 1944 (Jan- 
uary 1, 1945, in the case of holding corporations), and extending 
through any subsequent part of the taxpayer's first fiscal or calendar 
year ending after such date, in view of the decision in Durst Produc- 

888972' — 50 — 4 
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tions Corporation v. Cornnussioner (8 T. C. 1896, acquiescence, page 

1 this Bulletin). 
'7, , h ld 

' 
part that with respect to a corporation 

exercising its franchise or doing business in the State of New York 

l t f th iod beginnin~ November 1, 1944 (January 

1, 1045, for holding corporations), and extending through any su 

sequent part of its first fiscal or calendar year ending after that date 

(the transitional period), the franchise tax accrues on November 1, 
1944 ( January 1, 1045, for holding corporations), and is deductible in 

the k'ederal inycome tax return of such corporation for the taxable year 

which includes November 1, 1944. 
In Durst Productions Corporation v. Commussioner, supra, the Tax 

Court, held that the part of the tax imposed for t' he privilege of doing 
business during the transitional period which is fixed by the taxpayer's 
inconie for its fiscal year ended May 81, 1944, was accruable for Fed- 
eral income tax purposes on the last minute of May 31, 1944. The 
Tax Court based its conclusion on United States v. Anderson (269 
U. S. 422; T. D. 8830, C. B. V — 1, 179 (1926) ) and directed attention 
to G. C. iA. 2520o (C. B. 1047 — 1, 15), relating to accrual of corporate 
excise and corporate franchise taxes imposed by the State of Tennessee. 

Prior to March 81, 1944, the eRective Rate of article 0 — A, chapter 
62 of the New York tax law, the New York State franchise tax was 
computed upon the basis of facts in respect of income-tax taxable 
years v, hich ended immediately prior to the privilege years (begin- 
ning iVovember 1) for which the tax was imposed, except that with 
respect to corporations whose fiscal years ended between July 81 and 
October 81, both dates inclusive, the tax was computed upon the basis 
of facts in respect of the income-tax taxable year prior to such a year 
which preceded the privilege year. The 1944 law was designed, 
among other things, to make the privilege year coincide with the 
income-tax taxable year the facts in respect of which provided the 
basis for the computation of the tax. In making such change, provi- 
sion was made for a transitional period beginning on November 1, 
1944, and ending with the close of the taxpayer's income-tax taxable 
year which included November 1, 1944. Section o09. 9, article 9 — A, 
chapter 62 of the 1944 law, provides as follows: 

2. For the privilege of exercising its franchise or doing business in this State 
in a corporate or organized capacity for all or any part of the period beginning 
November 1, 1944, a. nd extending through any subsequent part of its first fiscal 
or calerdar year ending after said date, every domestic or foreign corpora- 
tion "' "' * shall pay a like franchise tax, to be computed by the tax com- 
mission upon the basis of its entire net income, or upon such other basis as 
may be applicable, for each and every fiscal or calendar year or part thereof 
begun not earlier than August 1, 1942, and ending not later than October 31, 
1945, during which such corporation was exercising its franchise or doing busi- 
ness in this State under the applicable provisions of this chapter, to the extent that such entire net income or other applicable basis, as the case may be, has 
not been used for the computation of any franchise tax under this chap- ter. . * * In either case, such tax shall be deemed a single tax for such 
privilege period but shall be computed separately with respect to each such fiscal or calendar year or part thereof on a report which shall be filed on or before the 15th day of May next succeeding the close of each such year, or, if any such fiscal year ends after the last day of February and prior to July 1~ within 4 months after the close of such fiscal year, and shall be paid as herein- after provided. 

In view of the foregoing, it is held that (1) the part of the New 
York State franchise tax for the transitional period which is com- 
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puted upon the basis of facts in respect of income-tax taxable years 
ended on or after July 31, 1948, and not later than March 81, 1944, 
accrued on March 31, 1944, and (2) the part of such tax which is coni- 
puted upon the basis of facts in respect of income-tax taxable years 
ended on or after April 30, 1944, and not later than October 31, 1044, 
accrued on the last day of such taxable years. I. T. 8607, supra, is 
hereby modified to accord with sucli conclusions. The conclusions in 
I. T. 3607, supra, that (1) the part of the franchise tax for the transi- 
tional period which is computed on the basis of facts in respect of in- 
come-tax taxable years ended on or after November 30, 1044& and not 
later than October 81, 1945, accrued on November 1, 1044, and (2) the 
, franchise tax for taxable years beginning on or after December 1 1944& 
i. e. , taxable years ended on or after November 30& 1045& accrued on 
the Prat day of such taxable. years, are not modified. 

SEGTIDN 29. 43 — 2: When chai ges deductib[e, 
(Also Section 19. 43 — 2, Regulations 103. ) 

INTERNAL REvENDE CODE 

1040 — 21 — 13208 
I. T. 8073 

Montgomery County, Md. , real estate taxes ac& rue for Vederal 
income tax purposes on May 1 of each year, beginning»lay 1, 1948. 
Such taxes accrued on June 80 ot' each year for the years 1941 to 
1947, both inclusive. 

I. T. 8485 (C. B. 1940 — 2, 78) is inapplicable with reaps& t to taxes 
for years subsequent to 1940. 

Advice is requested as to the continued applicability of I. T. 3485 
(C. B. 1940 — 2, 73), relating to the date of accrual of Montgomery 
County, Md. , real estate taxes, in view of the changes in the laws levy- 
ing such taxes since the pronnil«ation of that, ruling. 

The ruling in I. T. 3435, supra, was predicated on the provisions of 
section 26 of article 81& Annotated Code of Maryland (1930), which 
providecl in part as follows: 

Except taxes required to be levied upon assessme»ts made by the State tax 
commission, ail ordinary cou»ty anil city taxes shall be levied for the same period 
as now prescribed bv local 1»w, and all ordinary State, county aud city taxes shall 
be levied as of the same date of finality as now prescribed by local law; pro- 
vided v '& * (5) that in any county or «iiy in v hich the date of finality is not 
noiv specifically prescribed by statute, all State, county and city taxes sliall be 
levied as of the 1st day of January of each year as the date of finality. 

Inasmuch as a date of finality was not, specifically prescribed by 
statute for taxes on real estate in Montgomery County, it was held in 
I. T. 3485, supra, that since such taxes would generally be assessed 
as of Janu&ary 1, t&hat date would be considered as the accrual date for 
Federal income tax purposes. It should be noted, however, that chap- 
ter 278 of the Laws of Maryland, 1041& added section 168A to the Code 
of Public Local Laws of Montgomery County (1939 edition). Sec- 
tion 168A provided that the date of finality for the levying of all taxes 
should be June 30 in each year. That provision of law was in effect 
from March 31, 1041, until December 31, 1047. Chapter 724 of the 
Laws of Maryland, 1947, approved April 25, 1947, efi'ective January 1, 
1048& repealed and reenacted, with amendments, section 168A of the 
Montgomery County Code (1930 edition) . That section nov- provides 
as follows: 

168A, In Montgomery County the date of finality for the levying of all taxes 
which the countv commissione&s are now or may hereafter be authorized to levy 
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shall be May 1 in each year and all such taxes shall be levied for a taxable year 

beginning on the 1st dayy of July and ending on the 80th day of June in the next 

calendar year, and the State snd county taxes shall be levied not later thaii the 

1st day of July in each year; provided, however, that nothing herein contatneil 

shall be construed to prevent the levying of any assessment for front foot benefii 

charges or special benefit assessments for special improvements by the county 

commissioners of hIontgomery County sitting as the district council for the Mont 

gomery County Suburban District, at any such time as the said district council 

shall determine the special benefit thereunder. 

Accordingly, it is held that Montgomery County, Md. , real estate 

taxes accrue for Federal income tax purposes on May 1 of each year, 

beginning May 1, 1948. Such taxes accrue&i on June 80 of each year 

for the ye~ars 1941 to 194(, both inclusive. 
I. T. 8485, 8upre, is inapplicable with respect to taxes for years sub- 

sequent to 1940. 

SEUTION 29. 48 — 2: When cha. rges deductible. 

INTERNAI REVENUE CODE 

1949 — 25-18250 
I. T. 8984 

Beginning with the property tax vear ended on November 80, 
1944, real and personal property taxes in the State of Colorado 
accrue, for Federal income tax purposes, on March 1 of the property 
tax year for which levied. 

I. T. 8021 (C. D. XV — 2, 145 (1980) ) is iiiapp icable with respect 
to taxes for property tax vears ending after November 80, 1948. 

Advice is requested as to the proper accrual date, for Federal 
incoIne tax purposes, of real and personal property taxes imposed 

by the State of Colorado pursuant to the provisions of chapter 142 
of the 1985 Colorado Statutes Annotated, as amended by chapter 158 
of the Session Laws of 1948. 

I. T. 8021 (C. B. XV — 2, 145 (1986) ), published under the Revenue 
Acts of 1982 and. 1984 prior to the 1948 amendment of chapter 142 of 
the 1985 Colorado Statutes Annotated, holds that real and personal 
property taxes in the State of Colorado accrue, for Federal income 
tax purposes, on April 1 of ea. ch year. 

The pertinent sections of chapter 142 of the 1985 Colorado Statutes 
Annotated, as amended (effective January 1, 1944) by chapter 158 
of the Session Laws of 1948, provide in part as follows: 

SEc. 8. TAX LEvIED — IDEN — PRCPERTV OMITTED SURJ'EcT To TAx. — All taxes 
shall be levied for the fiscal year which shall end with November thir- 
tieth. 

SEc. 4. LIEN To ATTAcH oN MARcH FIRsT AT TWELvE O'cLCOK MERIDIAN. 
The lien of general taxes for the current tax year shall attach to all property, 
real and personal, not exempt by law, on the first day of March, at twelve 
o' clock meridian, in each year. 

SEC. 48. TAxPAVER REqUIRED To FIIE SCHEDIILE WITH AssEssoR. — On ths 
first dav of March, or as soon thereafter as practicable, the assessor or his deputl' 
shall call upon each inhabitant of his county * * * and obtain from each 
person a statement under oath, setting forth specifically all the real and personal 
property owned by such person, or in his possession, or under his control, at 
twelve o' clock meridian and it is hereby required that such person shall fiii 
such statement with the assessor between the first day of March and May o~ 

each year 

SEc. 50. OWNER To DEscRIRE REAL EsTATE — DEscRIPTICN CE MINING CLAiiRS. — 
livery property owner making any such scliedule shall set down, therein al 
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real estate situated within the county by him owned or controlled on the first 
day of March of the then current year, describing the same 

SEC. 72. PERsoNAL PROPERTY LIsTED AND AssEssED MARGH FIRsT. — All personal 
property within this State on March first at tivelve o' clock Iueridian in the then 
current year shall be listed and assessed in the county where it shall be on said . March first. 

It is held that beginning with the property tax year ended No- 
vember 80, 1944, real and personal property taxes in the State of 
Colorado accrue, for Federal income tax purposes, on March 1 of the 
property tax ye~ar for which levied. It is further held that I. T. 
8021, supra, is inapplicable with respect to taxes for property tax 
years ending after November 80, 1948. 

SEOTIoN 19. 43 — 2, REOULATIONS 108: AVhen charges 
deductible. 

INTERNAL REVLNUE CODE 

Revocation of I. T. 8527 (C. B. 1942 — 1, 58) 

1949 — 17 — 18145 
I. T. 8964 

In accordance with the recommendation contained in G. C. M. 26069 
(page 88, this Bulletin), I. T. 8M7 (C. B. 1949 — 1, 58) is herepy revoked. 

PART V. — RETURNS AND PAYMENT OF TAX 

SECTION 55. — PUBI, ICITY OF RETURNS 

1949-19-18190 
T. D. 5740 

TITLE 26 — INTERNAL REVLrNUE. — CHAPTER I, SUBCHAPTER E, PART 458. — 
INSPECTION OF RETURNS 

Regulations governing the inspection of income, excess-profits, 
and declared value excess-profits tax returns by the Military Rene- 
gotiation Policy and Iteview Board, 

TREASURY DEPARTMENT& 
Washington 8oi D. C. 

To Collectors of Internal Eefienue and Others Concerned: 
SECTION 458. 804. INSPECTION BY MILITARY REiVEGOTIATION POLICY 

AND REvIEw BQARD. — Pursuant to the provisions of sections 55 (a), 
508, 608, and 799(a) of the Internal Revenue Code, income, excess- 

rofits, and declared value excess-profits tax returns made under the 
nternal Revenue Code, as amended, for the year 1989 and subsequent 

years shall be open to inspection by the Military Renegotiation Policy 
and Review Board. The inspection ot such returns herein authorized 
may be made by any oiFIcer or employee of such Board duly authorized 
by the Chairman of the Board to make such inspection. Upon written 
notice by the Chairman to the Secretary of the Treasury, stating the 
classes of returns which it is desired to inspect, the Secretary of the 
Treasury and any ofFicer or employee of the Treasury Department, 
with the approval of the Secretary of the Treasury, may furnish the 



Board with any data on such returns or make the returns, or any of 
them, available in the Office of the Commissioner of Internal Revenue 
for inspection and taking of such data as the Chairman may designate. 
The information so obtained may be published or disclosed in statis- 
tical form, provided such publication does not, disclose, directly or in- 

directly, the name or address of any taxpayer. 
This Treasury Decision shall be efFective upon its filing for publica- 

tion in the Federal Register. 
(E. O. 10076, September 1, 1949, and sections 55 (a), 508, 603, 729 (a); 

53 Stat. 29, 111; 54 Stat. 974, 080; 26 U. S. C. 55 (a), 508, 603, 729 (a) . ) 
JOHN W SNYDER~ 

Secretary of the Treasury. 
Approved September 1, 1949. 

HARRY S. TRUMAN) 
The White lTouse. 

(Filed with the Division of the Federal Register September 1, 1949, 4: 85 p. m. ) 

EXECUTIVE ORDER — INSPECTION OF INCOME, EXCESS-PROFITS, AND DE- 
CLARED VALUE EXCESS-PROFITS TAX RETURNS BY THE MILITARY RE- 
NEGOTIATION POLICY AND REVIEW BOARD 

By virtue of the authority vested in me by sections 55(a), 508, 603, 
and 720(a) of the Internal Revenue Code (58 Stat. 29, 111, 54 Stat. 
974, 989; 26 U. S. C. 55 (a), 508, 608, and 729 (a) ), and in the interest 
of the internal management of the Government, it is hereby ordered 
that income, excess-profits, and declared value excess-profits tax re- 
turns made under the Internal Revenue Code for the year 1930 and 
subsequent years shall be open for inspection by the Military Renego- 
tiation Policy and Review Board, subject to the conditions stated in the 
Treasury Decision relating to the inspection of returns by such Board, 
approved by me this day. 

This Order shall be published in the Federal Register. 
HARRY S TRUMAN' 

The White House, 
SEPTEMBER 1) 1949. 

(Filed with the Division of the Federal Register September 1, 1949, 4; 95 p. m. ) 

1949 — 26 — 13264 
T. D. 5765 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER E, PART 458, 
SUBPART C. — INSPECTION UNDER SPECIAL EXECUTIVE ORDERS 

Regulations governing the inspection of corporation income tax 
returns by the Federal Trade Commission. 

TREASURY DEPARTMENT& 
Washington 85, D. C. 

To CoQectors of Interna/ Revenue and Others Concerned: 
Sxc. 458. 303a. INsPEGTIQN BY FEDERAL TRADE CGMMIssIGN oF CGR- 

PGRATIGN INOOME TAx RETURivs. — (a) Pursuant to the provisions of 
section 55(a) of the Internal Revenue Code (53 Stat. 29; 54 Stat. 
1008; 55 Stat. 722; 26 U. S. C. 55(a) ), and in the interest of the in- 
terns~i management of the Government, corporation income tax returns 



made for the calendar year 1949 and fiscal years ending in the calendar 
year 1949 and for any taxable year ending after June 60, 1949, and 
before July 1, 1950, shall be open to inspection by the Federal Trade 
Commission as an aid in executing the powers conferred upon such 
Commission by the Federal Trade Commission Act of September 26, 
1914, oo8 Stat. 717. The inspection of such returns herein authorized 
may be made by any ofhcer or employee of the Federal Trade Com- 
mission duly authorized by the Chairman of' the Federal Trade 
Commission to make such inspection. Upon written notice by the 
Chairman of the Federal Trade Commission to the Secretary of the 
Treasury, the Secretary and any officer or employee of the Treasury 
Department, with the approval of the Secretary of the Treasury, 
may furnish the Federal Trade Commission with any data on such 
returns or may make the returns available in the OSce of the Commis- 
sioner of Internal Revenue for the taking of such data as the Chairman 
of the I'ederal Trade Commission may designate. Any information 
thus obtained shall be held confidential except to the extent that it 
shall be published or disclosed in statistical form, provided such 
publication shall not, disclose, directly or indirectly, the name or 
address of any taxpayer. 

(b) This Treasury Decision shall be effective upon its filing for 
publication in the Federal Register. 

E. H. FoLEY& Jr. 
& 

Acting Secretary of the Trea8ur . 
Approved December 6, 1949. 

HARRY S. TRvMAN, 
The White IIouee. 

(Filed with the Division of the Ii'ederal Register December 7, 1949, 11: OG a. m. ) 

EXECUTIVni ORDER — INSPFCTION OF INCOMLi TAX RETURNS BY FEDERAL 
TRADLi COMMISSION 

By virtue of the authority vested in me by section 55(a) of the 
Internal Revenue Code (56 Stat. 29; 54 Stat. 1008; 55 Stat. 722; 26 
U. S. C. 55 (a) ), and in the interest of the internal management of the 
(xovernment, it is hereby ordered that corporation income tax returns 
made for the calendar year 1949 and fiscal years ending in the calen- 
dar year 1949 and for any taxable year ending after June 30, 1949, and 
before July 1, 1950, shall be open to inspection by the Federal Trade 
Commission as an aid in executing the powers conferred upon such 
Commission by the Federal Trade Commission Act of September 26, 
1914, 88 Stat. 717, such inspection to be in accordance and upon com- 
pliance with the rules and regulations prescribed by the Secretary of 
the Treasury in the Treasury Decision relating to the inspection of- 

returns by the Federal Trade Commission, app~roved by me this date. 
This Executive order shall be effective upon its filing for publication 

in the Federal Register. 
HARRY S. TRvMAN. 

TIIR WIIITx Hovsr. , 
December 6', 19JP. 

(E. O. 10090) 

(Filed with the Division of the Federal Register December 7, 1949, ll: 00 a. m. ) 
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SUBCHAPTER C. — SUPPLEMENTAI PROVISIONS 

SUPPLEMENT B. — COMPUTATION OF NET INCOME 

SECTION 113(a). — ADJUSTED BASIS FOR DETERMININ(' 
GAIN OR I, OSS: BASIS (UNADJUSTED) OF PROPERTY 

SEcTIoN 29. 113(a) (5) — 1: Basis of property 
acquired by bequest, devise, or inheritance. 

INTERNAI. REVENUE CODE 

Determination of gain or loss from sale of real property by life 
tenant and remaindermen. (See I. T. 3975, below. ) 

SECTION 117. — CAPITAL GAINS AND LOSSES 

SEUTIoN 29. 117 — 1: Meaning of terms. 
(Also Section 29. 117 — 7; Section 113(a), 

Section 29. 113(a) (5) — 1. ) 
INTERiNAL REVENUE CODE 

1949 — 22-13216 
I. T. 3975 

Treatment for Federal income tax purposes of gain or loss realized 
upon the sale of a farm by a life tenant and remaindermen, each of 
whom had a fee interest in addition to his life or remainder interest. 

Advice is requested with respect to the treatment for Federal income 
tax purposes of gain or loss realized upon the sale of a farm by a life 
tenant (the taxpayer) and the remaindermen, each of whom had a fee 
interest in the farm in addition to his life or remainder interest. 

In the case under consideration, the taxpayer's husband died intes- 
tate in 1936, possessed of a 197-acre farm. By court decree, 80 acres 
(on which all buildings were situated) of the farm were received by 
the taxpayer as a homestead for use during her life, and, in addition„ 
she obtained the fee in. one-third of the remaining 117 acres. Three 
sons received the remainder in the homestead and the fee in the other 
two-thirds of the remaining 117 acres. In 1944, one son died intestate, 
and. the taxpayer inherited his interest in the property. The entire 
farm was occupied and operated by the taxpayer until it was sold in 
1945. At no time did the sons assert any control or authority with 
respect to their interests in the farm. 

Section 117(a) (1) of the Internal Revenue Code provides in part as 
follows: 

(I) CAPITAr, Asssrs. — The term "capital assets" means property held by 
the taxpayer * "- * but does not include * ~ * real property used 
in the trade or business of the taxpayer; 

Section 117(j) (1) of the Code provides in part as follows: 
(1) DEErrtrrrom oP PsorEETT vssn rrt Trrs TRAns on nvsrNEss. — For the 

purposes of this subsection, the term "property used in the trade or business" 
means property used in the trade or business, of a character which is subject 
to the allowance for depreciation provided in section 28(1), held for more 
than 0 months, and real property used in the trade or business, held for more 
than 0 nmnths, which is not (A) property of a kind which would properly be 
includible in the inventory of the taxpayer if on hand at the close of the 
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taxable year, or (B) property held by the taxpayer primarily for sale to 
customers in the ordinary course of his trade or business. 

The operation of a farm for profit constitutes a trade or business. 
(Cf. section 29. 28(a) — 11 of Regulations 111. ) A life estate in land is 
real property. (See A/emender et al. v. Goelle!"t et a/. , 100 Pac. (2d) 
14(i, 148, 153 Kan. 202; see also 1Vational BcInIe of dn! eriuu of 8ul w~a v. 
Brsr~ritt et al. , 18 Pac. (2d) 552, 136 Kan. 870, and 8unitary Dist!id~ of 
Chiuugo v. 3lanaase, 42 N. E. (2d) 548, 880 Ill. 27. ) Accordingly, 
except for the dtvelling and the land which the taxpayer occupIed as a 
residence, the taxpayer's interest in the homestead (80 acres). , as well 
as her interest in five-ninths of the remaining 117 acres, constituted 
"real property used in the trade or business ot the taxpayer, " and the 
gain or loss realized by her from the sale of such interests is subject 
to the treatment prescribed by section 117(j) (2) of the Internal Rev- 
enue Code. 

The dwelling and the land constituting the personal residence of the 
taxpayer were not used in farming operations. Consequently, the i ax- 
payer's interests in that part of the homestead constituted capital 
assets, and the gain or loss attributable thereto is a capital gain or loss. 
Similarly, since the sons did not make any use of their interests in the 
farm, such interests were capital assets, and the gains or losses attrib- 
utable thereto are capital gains or losses. 

The various interests of thc taxpayer in the farm at the time of the 
sale may, for convenience, be divicled into the following categories: 
(a) those inherited from her husband in 198(i, (5) those inherited from 
her son who died in 1044, and (c) the fee interest acquired by merger 
of the interests inherited from both her husbancl and her son. 

(a) As to the tee interest in one-third of the 117 acres aequi! ed by 
the taxpayer from her husband, it is clear that, pursuant to section 
118(a) (5) of the Code, its basis would be one-thii d of the value of the 
117 acres on the date of cleath of the husband in 1086. As to the life 
estate in an undivided two-thirds of the 80-acre homesteacl, the basis 
of such property interest is also established under section 118 (a) (5) of 
the Code, aclj usted to the time of sale as contemplated in section 20. 118 
(a) (5) — 1 of Regulations 111. The method set forth in I. T. 8011 
(C. H. 1048 — 1, 66) for computing such adjusted basis under the re~- 
lations should be followecl. As to the life estate in one-third of the 
homestead v;hich was merged into the fee at the death of one of the 
remaindermen in 1044, see paragraph (c), below. 

(b) The interests inherited by thc taxpayer from the son who died 
in 1044 consist of a fee interest in two-ninths of the 117 acres and a 
remainder interest in one-third of the 80-acre homestead. Under sec- 
tion 118 (a) (5) of the Code, the basis of the fee interest woulcl be tv, o- 
ninths of the value of the 117 acres at. the date of the son's death in 
1044. The deceased son's remainder interest in one-third of the home- 
stead, having been merged with the taxpaver's life interest in the 
homesteacl, ce;! sed to exist at the time of the son's death and presents a 
diferent problem which is discussed in (c), belov . 

(c) With regard to the taxp;! yer's one-thircl interest in the fee of the 
80-acre homestead, it is clear that such fee interest came into being 
upon the merger of one-third of her life estate with one-third of an 
undivided rem~ainder interest, in the homestead. (See 1 Tiffany, Real 
Property (8d ed. 1080) sec. 70; 1 Restatement, Property (1086), sec. 
152. ) EIence, the basis of such fee interest is computed bv aclcling the 
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basis of the remainder interest which she inherited from her son to the 
basis of her life estate therein at the time of the merger. Since the 

taxpayer inherited the remainder interest in 1944, it is held that she is 

entitled to the benefit of the substituted basis provided in section 

118(a) (5) of. the Code as to such interest. Accordingly, the basis 
of such remainder is to be determined by reference to the 1944 value of 
the homestead. The basis of the merged life interest should be deter- 
mined with reference to the 1986 value of the homestead, adjusted to 
the time of merger, in accordance with section 29. 118(a) (5) — 1 of Reg- 
ulations 111. For the method of such determinations, see I. T. 8911, 
supra. 

In conclusion, gain or loss should be determined by the difference 
between the bases assigned to the various interests and the portions of 
the proceeds allocable to such interests. (See I. T. 8911, supra. ) 

SzoTzoN 29. 117 — 1: Meaning of terms. 

INTERNAL REVENUE CODE 

1949 — 24 — 18287 
I. T. 8979 

Retroactive application of G. C. M. 24910 (C. B. 1946 — 1, 101) and 
I. T. 8808 (C. B. 1946 — 1, 103). 

Advice has been requested as to the retroactive application of 
G. C. M. 24910 (C. B. 1946 — 1, 101) and I. T. 8808 (C. B. 1946 — 1, 108). 

G. C. M. 24910, supra, holds that a bank, mortgage finance company& 
building and loan association, or an insurance company (other than a 
life insurance company) which is oÃering for sale parcels of real 
estate on which it has been compelled to foreclose, or personal prop- 
erty taken over in satisfaction of debts, is not holding property "pri- 
marily for sale to customers in the ordinary course of 
trade or business" within the provisions of section 117(a) (1) of the 
Internal Revenue Code and corresponding provisions of prior revenue 
laws. Gains or losses incurred in such sales are to be treated as capi- 
tal gains or losses and not as ordinary gains or losses. G. C. M. 24910 
revoked a contrary ruling in G. C. M. 21497 (C. B. 1989 — 2, 187), and 
I. T. 8808, supra, revoked contrary rulings in I. T. 8886 (C. B. 1989 — 2, 
189) and I. T. 8600 (C. B. 1948, 869). G. C. M. 24910 stated that 
G. C. M. 21497, I. T. 8886. and I. T. 8600 were in conflict with the deci- 
sion of The Tax Court of the United States in The E'anaviha Valley 
Bank v. Commt'ssioner (4 T. C. 252, acquiescence, C. B. 1946 — 1, 8). 

In view of the fact that publication of acquiescence in the decision 
of the Tax Court, in The Kanawha Valley Bank case and publication 
of G. C. M. 24910 and I. T. 8808 occurred after January 1, 1946, it 
is held that, G. C. M. 24910 and I. T. 8808 will not be applied to taxable 
years ended prior to January 1, 1946, unless such application is re- 
quested by the taxpayer, This ruling is issued pursuant to authority 
contained in section 3791(b) of the Internal Revenue Code. 

GEO J SCHOENEMAN~ 
Cornrnissi oner o f lnterna/ Revenue. 

Approved October 5, 1949. 
THOMAS J. LTNCEI& 

Acting Secretary of the Treasury. 
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SEUTioN 29. 117-4: Determination of period for 
which capital assets are held. 

INTERNAI, REvENUE coDE 

1949 — 25-18251 
I. T. 8985 

Determination of the holding period of securities purchased and 
sold where the provisions of section 117(h) (4) of the Internal 
Revenue Code, relating to wash sales, are applicable. 

Advice is requested with respect to the determination of the hold- 
ing period of securities purchased and sold where the provisions of 
section 117(h) (4) of the Internal Revenue Code, relating to wash 
sales, are applicable, particularly whether the period shou]d be de- 
termined by the use of days or otherwise. 

In the instant case, the taxpayer purchased 1, 000 units of certain 
securities on May 16, 1947& and sold them on August 2, 1947, at a loss. 
He had purchased the same number of units of substantially identical 
securities on January 15, 1947, and February 19, 1947, and sold them at 
a loss on March 1, 1947, and April 19, 1947, respectively. He acquired 
no substantially identical securities within either 80 days before or 80 
days after August 2', 1947. The securities involved were "capital 
assets, " as defined in section 117(a) (1) of the Code. 

Section 117(a) (2), (8), (4), and (5) of the Code provides as 
follows: 

(a) DKEINITIONs. — As used in this chapter [Chapter 1 of the Code]— 

(2) SHGI4T-TEEM cAPITAL GAIN. — The term "short-term capital gain" means 
gain from the sale or exchange of a capital asset held for not more than 
6 months, if and to the extent such gain is taken into account in computing 
net income; 

(8) SHOIIT-TKGM OAPITAL Loss. — The term "short-term capital loss" means 
loss from the sale or exchange of a capital asset held for not more than 6 
months, if and to the extent such loss is taken into account in computing 
net income; 

(4) LONG-TERM cAPITAL GAIN. — The term "long-term capital gain" means 
gain from the sale or exchange of a capital asset held for more than 6 
months, if. and to the extent such gain is taken into account in computing 
net income; 

(5) LONG-TEEM CAPITAL ross. — The term "long-term capital loss" means 
loss from the sale or exchan e of a capital asset held for more than 6 months, 
if and to the extent such loss is taken into account in computing net income; 

Section 117(h) (4) of the Code provides as follows: 
(h) DKI'KRMINATIGN or PKRIGD FoR WHIcH HELD. — For the purpose of this 

section— 

(4) In determining the period for which the taxpayer has held stock 
or securities the acquisition of which (or the contract or option to acquire 
Ivhich) resulted in the nondeductibility (under section 118 of this chapter 
[Chapter 1 of the Code] or section 118 of the Revenue Act of 1928, 45 Stat. 
826, or the Revenue A. ct of 1982, 47 Stat. 208, or the Revenue Act of 1984, 
48 Stat. 715, or the Revenue Act of 1986, 49 Stat. 1692, or the Revenue Act 
oi' 1988, 52 Stat, 508, relating to wash sales) of the loss from the sale or 
other disposition of substantially identical stock or securities, there shall 
be included the period for which he held the stock or securities the loss 
from the sale or other disposition of which was uot deductible. 

Section 118(a) of the Code provides as follows: 
(a) In the case of any loss claimed to have been sustained from any sale or 

other disposition of shares of stock or securities where it appears that, within 
a period beginning 80 days before the date of such sale or disposition and ending 
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80 days after such date, the taxpayer has acquired (by purchase or by an ex- 

change upon which the entire amount of gain or loss was recognized by law), . or 

has entered into a contract or option so to acquire, substantiallv identical stock 

or securities, then no deduction for the loss shall be allowed under section 

28(e) (2); nor shall such deduction be allowed under section 23(f) unless the 
claim is made by a corporation, a dealer in stocks or securities, and with respect 
to a transaction made in the ordinary course of its business. 

It is the position of the Bureau that the determination of the hold- 

ing period of capital assets under section 117(a) (2), (8), (4), (5), and 

(h) (4), supra, must be made with reference to calendar months and 

fractions thereof rather than with reference to days. In E. T. Weir v. 

Connnissianer (10 T. C. 996, alarmed per curiam, , 178 Fed. (2d) 222), 
it was held that the holding period of shares of stock acquired on May 

1, 1944, and sold on November 1, 1944, was not more than 6 months 

even though such period consisted of at least 184 days (more than one- 

half of the year 1944 if the period be determined by the use of days). 
Similarly, it was held in J. Gerber Hoofne/ v. Commissioner (7 T. C. 
1186, a(armed, 166 Fed. (2d) 504, certiorari denied, 884 U. S. 888) that 
wher~e the petitioner, a citizen of the United States, left the United 
States on July 1, 1942, and did not return until July, 1944, he was not, 
within the meaning of section 116 (a) of the Code, "a bono @de nonresi- 
dent of the United States for more than six months during the taxable 
year" 1942, even though the period of his absence during that year 
consisted of more than 188 days (more than one-half of the year 1942 
if the period be determined by the use of days). 

It is reasonable to presume that Congress, in using the term "months" 
in the statute here concerned, intended that any well-established and 
appropriate methods or rules of computation pertaining to such units 
of time should be adopted in applying the statute, in the absence of any 
provision therein to the contrary. Federal as well as State courts, in 
interpreting the statutory expressions "six months" and "month, " have 
repeatedly held that, unless a contrary intent is evidenced, the term 
"six months" means six calendar months, and the word "month" denotes 
a calends, r month (regardless of whether the month or months of the 
calendar involved have 28, 29, 80, or 81 days) which is a period termi- 
nating with the day of the succeeding month (of the calendar) numeri- 
cally corresponding to the day (date) of its beginning, less one, except, 
if there be no corresponding day of the succeeding month, such period 
terminates with the last day of the succeeding month. Under such 
calendar-month computation rule, a security sold on February 28, 1947, 
was held for a "month" whether it was acquired on January 28, 29, 80, 
or 81 of that year. Consistently, a security sold on February 29, 1948, 
was held for a "month" whether it was acquired on January 29, 80, or 
81 of that leap year. 

It should be noted that the calendar-month computation rule does not 
require exclusion particularly of either the beginning date or the 
ending date of the period but merely of one day, i. e. , "less one, " so as 
to eliminate dtlplication and avoid computations of fractions of days. 
(Cf. Daley v. . 4nderson et aL, 7 Wyo. 1, 48 Pac. 889. ) 

The above-stated calendar-month computation rule does not, how- 
ever, incorporate any method or rule for computing fractions of a 
"moItth" for the purposes of section 117(a) (2), (8), (4), (5), and 
(h) (4), supra, where a period is less than a (calendar) "month. " 

It is the position of the Bureau that only one fraction should be 
computed where there is but a single holding period of less than a cal- 



endar month, even though the period includes parts of tivo different 
months of the calendar. For example, where a security was acquired 
on January 15, 1947, and sold on February 14, 1047. the holding period, 
under the well-established calendar-month computation rule set forth 
above, was one day short of a calendar month, whereas if it be consid- 
ered that the security was held ~c/si of a "month" in January and ~%s of 
a "month" in February, such fractions of "montlis" would total niore 
than a (whole) "month. " Conversely, where a security was acquired 
on February 14, 1947, ancl sold on March 18, 1947, the holding period 
was only one day short of a calendar month, whereas if it be coiisidered 
that the security was held i%s of a "montli" in February and»/3, of a 
"month" in March, the total ot the fractions wouhl be more than two 
days short of' a calendar month. Tlius, it is clear that it ~ould be 
erroneous to compute a single holding period of less than a calendar 
month by the use of two fractions, even though the period includes 
parts of two different months of the calendar. 

It is also the position of the Bureau that in the computation of a 
holding period for the purposes of section 117(a) (o), (8), (4), (5), 
and (h) (4), supra, which is less than a calendar month and includes 
parts of two different months of the calendar, the fracti'on of a "month" 
should be formed by using as the numerator the number of days in the 
entire fractional-month period (less one) and using as the denomina- 
tor the number of days in the month (of the calendar) immediately 
preceding the month in which the holding period ends. (See examples 
1 and 9, below. ) 

Consistently, where a holding period includes; in addition to one 
or more whole (calendar) "months, " a fraction of a "month" which 
includes parts of two different months of the calendar, such fraction 
should be formed by using as the numerator the number of days 
remaining of the entire holding periocl after first computing the part 
thereof which consists of a ivhole "month" or "months" (using the 
above-stated calendar-month computation rule) and using as the de- 
nominator the number of days in the month (of the calendar) im- 
mediately preceding tlie month in wliich the entire holding period 
ends. (See examples 8 and 4, below. ) 

YVhere a holding period of less tlian a (calendar) "month" is in- 
cluded in only one month of the calendar, such fraction of a "inonth" 
should, of course, be formed by using as the numerator the number 
of days in the fractional-mouth period'and using as the denominator 
the number of days in the particular month of the calendar in which 
the period is included. That rule is also applicable in computing 
the traction of a "month" involved where such a fractional-month 
period is included in a holding period which also includes one or 
more whole (calendar) "months. " (See examples 5 and 6, below. ) 

Encamp/e l. Where a security was acquired on January 15, 1M8, 
and sold on February 14, 1948, the entire (fractional-montli) holding 
period consists of 16 day~s in January and 14 days in February, or 30 
days. That figure, 80, should be used as the numerator. January, 
the month immediately preceding the month (of the calendar) in 
which the holding period ends (February), has 81 days. That figure, 
81, should be used as the denominator. Thus, the security was held 
for 3%i of a "month. " 

maniple . ~. Similarly, a security acquired on February 14& 1948, 
and sold on March 18& 1848, was held for ~s/2s of a "month. " 
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Example 8. Where a security was acquired on November 15, 1948, 

d ld Februar 14 1949 the period it was held includes two 

whole (calendar) "months" (November 15, 1948, to January 15, 9). t 
194 

The number of days included in the entire period, in addition to those 

two "months" (16 days in January and 14 days in February), is 80. 

That figure, 80, should be used as the numerator of the fraction of 

o th" included in the holdin~ period. January, the month im- 

mediately preceding the month (of the calendar) in which the o ding 

period ends (February), has 81 days. That figure, 81, should be 

used as the denominator of such fraction. The security, accordingly, 

was held for 22%1 "months. " 
Example $. Similarly, a security acquired on November 15, 1948, 

and sold on March 14, 1949, was held for 827/2s "months. " 
Example 2 A security acquired on March 1, 1949, and sold on 

March 81, 1949, was held for 2%1 of a "month. " 
Example 6. Consistently, a security acquired on November 15, 

1948, and sold on February 28, 1949, was held for 8»jlas "months. " 
The rule applicable in computing a fraction of a "month" which 

includes parts of two diferent months of the calendar must be con- 

formed to the exception in the calendar-month computation rule here- 

inbefore outlined — that, unless a different intent is indicated, a 
"month" is a period of time terminating with the day of the succeeding 
month (of the calendar) numerically corresponding to the day (date) 
of the month of its beginning, less one, except i f ther e be no cor res pond- 

hng day of the shhcceedhng month the period terminates hcith the last 

day of the succeeCkng month. (See example 7, below. ) 
example 7. As hereinbefore indicated, under the calendar-month 

computation rule, including the said exception, a security acquired 
on either January 28, 29, 80, or 81, 1949, and sold on February 28, 
1949, was held for a whole "month. " Conforming thereto the frac- 
tional-month computation rule applicable where the fraction of a 

(calendar) "month" involved includes parts of two different months 
of the calendar, a security acquired on either January 28, 29, 80, or 81, 
1949, and sold on February 27, 1949, was held for 2%1 of a "month, " 
since the beginning date of the fractional month is in a month of the 
calendar (January) which has 81 days, which number, therefore, is 
the denominator, and the security having been held one day less than 
a (calendar) "month" under the said exception to the general calendar- 
month computation rule, a, number of one less than 81, or 80, is the 
numerator of the fraction. 

Applying the foregong computation methods or rules to the instant 
case (see table below), the total holding period, determined. under 
section 117 (a) (8), (5), and (h) (4), supra, of the securities purchased 
on May 16, 1947, and sold on August 2, 1947, is "more than 6 months, " 
even though such period consisted of- only 182 days. 

Substantially identical securities Date pur- 
chased Date sold 

Number of 
"months" 

held 

Lot A — 1, 000 units 
Lot 8 — 1, 000 units 
Lot C — 1, 000 units 

Total holding period of Lot C securities 

Jan. 15, 1947 
Feb. 19, 1947 
May 16, 1947 

Mar. 1, 1947 
Apr. 19, 1947 
Aug. 2, 1947 

1 144 s 
2 
2's 
6u r 



[fj 23. 11, Regs. 104. 

SEUTION 29. 117 — 7: Gains and losses from involuntary 
conversions and from the sale or exchange of certain 
property used in the trade or business. 

INTERiNAL REVENUE CODE 

Sale by life tenant of an interest in a farm. (See I. T. 8975, 
page 48. ) 

SECTION 119. — INCOME FROM SOURCES WITHIN 
UNITED STATES 

SKUTIUN 19 119 5) REUUI, ATIoNs 108: Rentals 
and royalties. 

INTERNAL REVENUE CODE 

Lump-sum advance payments to nonresident alien author for exclu- 
sive publication rights in United States. (See Ct. D. 1722, page 62. ) 

SEUTIDN 29. 119 — 10: Apportionment of deductions. 

INTL&'RNAL REVENUE CODE 

Traveling expenses of nonresident alien individual. (See G. C. M. 
6018~ page 76. ) 

SUPPLEMENT D. — RETURNS AND PAYMENT OF TAX 

SECTION 141. — CONSOLIDATED RE'l'URiVS 

SKcTIDN 28. 11, REcUI, ATroNs 104: Consolidated 
returns for subsequent years. 

INTERNAL RL&'VENUL&' CODE 

1949-24-18288 
I. T. 8980 

Filing of consolidated Federal incon&e tax returns for the calendar 
year 1949 by affiliated corporations which filed such returns for the 
calendar year 1948. 

Advice is requested whether, under the provisions of clause (2) of 
section'23. 11(a) of Regulations 104, affiliated corporations which filed 
consolidated Federal income tax returns for the calendar year 1948 
may elect to file separate Federal income tax returns for the calendar 
yea, r 1949. 

It is held that the conditions stated in clause (2) of section 28. 11(a) 
of Regulations 104 for the allovvance of a new election do not exist 
with respect to the calendar year 1949. Accordingly, affiliated corpo- 
rations which filed consolidated Federal income tax returns for the 
calendar year 1948 will not be perInitted to file separate Federal income 
tax returns for the calendar year 1949 unless one of the other condi- 
tions provided in section 28. 11(a) of Re~oxllations 104 is met, or unless 
a subsequent change in the law or regulations should give rise to an 
occasion for an electioli for such year, 
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SECTION 148. — WITHHOLDING OF TAX AT SOURCE 

TioN 29. 148 — 1: Withholding tax at source. 1949 — 15 — 18181 
T. D. 5709 SEC 

(A]so Section 99. 148 — 8, Section 144, Section 
29. 144 — 2; Section 148, Section 29. 148 — 1; Sec- 
tion 211, Section 99. 211 — 7; Section 281, Sec- 
tion 29. 231 — 1; Section 251, Section 99. 251 — 1. ) 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER A, PART 29 AND 

PART 7 

Conforming Regulations 111 to United States-Netherlands and 

United States-Denmark income tax conventions; also amending 

section 29, 148 — 1 relating to information returns, and section 29. 2ol — 1 
relating to income from possessions of the United States. 

TREASURY DEPARTMENT) 

OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington 86, D. C. 

To Collectors of Interna/ Revenue and Others Concerned: 

In order to conform Regulations 111 [26 CFR, Part 29] to the in- 

come tax convention between the United States and the Kingdom of 

the Netherlands, and the income tax convention between the United. 

States and the Kingdom of Denmark, and to simplify the procedure 
outlined in section 29. 148 — 1 [26 CFR 29. 148 — 1] and to make a technical 
amendnient to section 20. 251 — 1 [26 CFR 29. 251 — 1], such regulations 
are amended as follows: 

PARA0RApII 1. Section 29. 148 — ly as aiilended by Treasury Decision 
5580 [C. B. 1047 — 2, 88], approved November 18, 1047 [26 CFR 
29. 148 1], is further amended by inserting in the first paragraph 
thereof immediately following the sentence "As to rates of withholding 
pursuant to tile tax convention and protocol between the United States 
and the United Kingdom, see Treasury Decision 5582 [C. B. 1946 — 9, 
78], approved August 28, 1946 [26 CFR 7. 500 — 7. 511, inclusive]. . " the 
following: 
As to rates of withholding pursuant to the tax convention between the United 
States and the Kingdom of the Netherlands, see Treasury Decision 6690 [C, B. 
1949 — 1, 92], approved i%larch 2, 1949 [26 CFR 7. 800 — 7. 810, inclusive]. As to rates 
of withholding pursuant to the tax convention between the United States and 
the Kingdom of Denmark, see Treasury Decision 6692 [C. B. 1949 — 1, 104], ap- 
proved March 8, 1949 [26 CFR 7. 900 — 7. 907, inclusive]. 

PAR. 2. Section 29. 143 — 8, as amended by Trea, sury Decision 5687 

[C. B. 1040 — 1, 9], approved February 16, 1049 [26 CFR 29. 148 — 8], 
is further amended by inserting immediately preceding the penulti- 
mate thereof the following new paragraphs: 

As to items of income received on or after January 1, 1947, by residents of the 
Netherlands (including Netherlands corporations) and not subject to the with- 
holding provisions of the Internal Revenue Code, see the tax convention between 
the United States and the Kingdom of the Netherlands and Treasury Decision 
6690, approved March 2, 1949 [26 CFR 7. 800 — 7. 810, inclusive]. 

As to items of income received on or after January 1, 1948, by residents of 
Denmark (including Danish corporations) and not subject to the withholding 
provisions of the Internal Revenue Code, see the tax convention between the 
United States and the Kingdom of Denmark and Treasury Decision 5692, ap- 
proved March 8, 1949 [26 CFR 7. 900 — 7. 907, inclusive]. 

P ir, . 3. Section 29. 144 — 2 as amended by Treasury Decision 5580, ap- 
proved November 18, 1947 [26 CFR 20. 144 — 2], is further amended— 
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(A) By inserting in table II immediately after line 6, the following: 
7. Residents (Including corporations) 

of the Netherlands See Treasury Decision 5690, approved 
March 2, 1949. 

8. Residents (including corporations) 
of Denmark See Treasury Decision 6692, approved 

March. 8, 1949. 

(B) By striking out "7" in the last line of the table, ~&rior to its 
amendment by this Treasury Decision, and inserting '9" in lieu 
thereof. 

PAR. 4. Section 29. 148 — 1 as amended by Treasury Decision 5687, ap- 
proved February 16, 1949 [26 CFR 29. 148 — 1], is further amended by 
'striking out the last sentence of paragraph (c) and inserting in lieu 
thereof~the following: 
Authority for granting extensions of time for filing the return of information 
is hereby delegated to the various collectors of internal revenue. Applications 
for such extensions shall be addressed to the collector of internal revenue for the 
district in which the corporation files its income tax returns, must contain a 
full recital of thc causes for the delay, and must be submitted on or before the 
date prescribed for filing the return of information. No extension may be 
granted for more than 6 u&onihs. 

PAR. 5. Section 29. 211 — 7, as amended by Treasury Decision 5580, 
approved November 13, 1947 t26 CI&'R 29. 211 — 7j, is further amended 
bv inserting in paragra&ph (&&, ) immediately after "July 3, 1947. " the 
follo1vlng: 
As to items of income receive&1 on or after January 1, 1947, by individual resi- 
dents of the Netherlands, see the tax convention between the United States and 
the Kingdon& of the Netherlands an&1 Treasu&'y Decision 6690, approved March 2, 
1949 [26 CFR 7. 800 — 7. 810, inclusive]. As to items of incon&e received in taxable 
years beginning on and after January 1, 1948, bv individual residents of Den- 
mark, see the tax convention between the United States and the Kingdo&n of 
Denmark and Treasury Decisiou 5692, approved March 8, 1949 [26 CI'R 7, 000- 
7, &J07, inclusive]. 

PAR. 6. Section 29. 231 — 1, as amended by Treasury De& ision 5580, ap- 
proved November 13, 1947 [26 CI&'R 29. 231 — 1 I, is further amended by 
inserting in paragraph (a) immediately after "July 3, 1947. " the 
following: 
As to items of income received on or after January 1, 1947, by a Netherlands 
corporation not having a permanent establishment in the Unii. ed States, see the 
tax convention between the United States and the Kingdom of the Netherlands 
and Treasury Decision M90, approved March 2, 1949 [26 CFR 7. 800 — 7. 810, in- 
clusive]. As to items of. income received in taxable years be 'inning on or after 
January I, 1948, by a Danish corporation not having a per&nanent establishment 
in the United States. see the tax convention between the United States and the 
Ifingdom of Denmark and Treasury Decision M92, approved March 8, 1949 
[26 CFR 7. 900 — 7, 007, inclusive]. 

PAR. 7. Section 20. 251 — 1, as amended by Treasury Decision 5645 
[C. B. 1948 — 2, 14]& approvecl July 20, 1948, is further amended by 
striking out the words "or 1040k. " and inserting in lieu thereof "(or 
short I&'or&n 1040A for taxable years beginning before Janu- 
ary 1, 1944) ". 

(This Treasury Decision is issued under the authority of section 62 
of the Internal Revenue Code (5, & Stat. 32; 26 U. S. C. 6&2). ) 

Because the purpose of this Treasury Decision is to efi'ect technical 
changes in existing regulations and to relieve restriction it is found 
that it is unnecessary to issue this Treasury Decision with notice and 

666072' — GG 
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public procedure thereon under section 4(a) of the Administrative 

Procedure Act, approved June 11, 1946, or subject to the e6ective date 

limitation of section 4(c) of said Act. 
FRED S. MARTIN) 

Acting Comnli88ioner o f Internal Eevientje. 

Approved June 27, 1949. 
TEIobfAS J. LYNCEI, 

Acting Secretary of the Treasury. 
(Filed with the Division of the Federal Register June 30, 1949, S: 47 a. m, ) 

SEGTIoN 29. 148 — 1: Withholding tax at source. 1949-17 18146 
(Also Section 144, Section 29. 144 — 1. ) L T. 8965 

INTERNAL REVENUE CODE AND UNITED STATES-CANADA INCobIE TAX 
CONVENTION 

The provisions of section 7. 14 of Treasury Decision 5157 (C. B. 
1042 — 2, 137), a pa. rt of the regulations relating to the United States- 
Canada income tax convention, automatically apply to Newfound- 
land as of the moment (immediately before the expiration of the 31st 
day of March, 1940) when Newfoundland became a province of 
Canada. 

Any United States income tax withheld on or after April 1, 1940, 
from dividends, interest, and other fixed or determinable annual or 
periodical income paid to residents and corporations of Newfound- 
land in excess of amounts determined under the United States- 
Canada income tax convention should be released by withholding 
agents upon receipt by them of proper applications from the payees. 

Advice is requested as to the extension of the United States-Canada 
income tax convention to Newfoundland which recently became a 
province of Canada and the notification of United States withholding 
agents relative to the application, on and after April 1, 1949' of the 
reduced rate of withhoMing of Federal income tax at the source on 
dividends, interest, and other fixed or determinable annual or period- 
ical income paid to residents and corporations-of Newfoundland. 

Newfoundland became a province of Canada immediately before 
the expiration of March 81, 1949. The Bureau, therefore, recognizes 
that on and after A. pril 1, 1949, the reduced withhoMing rate of 15 
percent, as provided in article XI of the United States-Canada income 
tax convention (see T. D. 5206, C. B. 1948, 526, M8 — 529), necessarily 
applies to nonresident aliens (, as to the United States) who are resi- 
dents of Newfoundland and to corporations organized under the laws 
of Newfoundland. 

Section 7. 14 of Treasury Decision 5157 (C. B. 1942 — 2, 187, 141) pro- 
vides in part that a nonresident alien individual or a corporation 
whose address is in Canada shall be considered by United States with- 
holding agents as a resident of Canada, or as a corporation organized 
in Canada, as the case may be. That regulation automatically applies 
to Newfoundland addressees as of the moment when Newfoundland 
became a province of Canada. (See paragraph 5 of. the protocol form. 
ing a part of the United States-Canada income tax convention, T. D 
5206' C B 1948& 526~ 582 ) 

With regard to United States income tax withheld at the rate of 
80 percent from dividends, interest, and other fixed or determinable 
annual or periodical income paid on or after A. pril 1, 1949, to residents 
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and corporations of Newfoundland, it should be observed that such 
taxes so withheld by withholding agents in the United States are not 
payable into the United States Treasury until after the close of the 
calendar year 1949. Accordingly, it follows that where excess tax 
has been thus withheld at the source in the case of such a taxpayer, 
the tax in excess of 15 percent should be released by the withholding 
agent upon receipt by him of a, n a. ppropriate application therefor 
from the payee. 

SEcTIoN 29. 148 — 8: Exemption from withholding. 

INTERNAL REVENUE CODE 

Regulations 111 amended. (See T. D. 5709, page 56. ) 

SECTION 144. — PAYMENT OF CORPORATION INCOME 
rAX AT SOURCE 

SzcrloN 20. 144 — 1: Withholding in the case of 
nonresident foreign corporations. 

IVTERNAL REVENUE CODE AND UVITED STATES-CANADA INCOME TAX 
CONVENTION 

Extension of United States-Canada income tax convention to New- 
foundland. (See I. T. 8965, page 58. ) 

SECTIoN 20. 144 — 2: Aids to withholding agents 
in determining liability for withholding oF tax. 

IN'I'ERNAL REVLNUE CODE 

Regulations 111 amended. (See T. D. 5709, page 56. ) 

SECTION 148. — INFORMATION BY CORPORATIONS 

SzcTIoN 29. 148 — 1: Return of information as to 
payments of dividends. 

INTERNAL REVENUE CODE 

Regulations 111 amended. (See T. D. 5709, page 56. ) 

SUPPLEMENT E. — ESTATES AND TRUSTS 

SECTION 162. — NET INCOME 

SECTIoN 20. 162 — 1: Income of est. ates and 
t1 usts. 

INTEI'NAL REVENUE CODE 

1949 — 21-13209 
6. C. M. 26081 

Under the terms of the vvill of A, real property was devised to a 
trustee to hold, manage, and control the property aud to pay the 
incoIne therefrom to the decedent's brother during his lifetime and, 
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thereafter, to certain nieces and a nephew or their issue. The will 

provirles that if and when any of the property is sold, certain legacies 

t pecifi&ed individuals if living, and to designated charitable 
organizations shall be paid. Upon payment of such legaC es, t e bal- h 

ance of trust property shall go to the nieces and nephew, or their 

issue, free of all trusts. The t&ust is to terminate, in any event, upon 

the death of the survivor of the brother, nieces, and nephew, and any 

legacy then unpaid shall lapse. Held, the trust is not entitled to a 
deduction under section 162(a) of the Internal Revenue Code with 

respect to any capital gain used to pay the legacies to the charitable 
organizations. 

An opinion is requested whether, in the case of the instant trust& 

deduction is allowable under section 109(a) of the Internal Revenue 

Code for capital gains paid to charitable organizations which are 

pecuniary legatees of the trust established by the will of the decedent, 

A, the testatrix, a resident of Massachusetts, died in October, 1948. 
Her will created a testamentary trust, the corpus of which is real 

property. The trust is to be terminated (1) when the pecuniary lega- 
cies payable from the proceeds of sale of trust corpus are paid, or (9) 
in any event, upon the death of the survivor of her brother, three 
nieces, and a nephew. Upon the termination of the trust under (1) 
above, the trust property v ill go to the testatrix's nieces and nephew, 
or their issue by right of representation, free of all trusts. But if the 
trust terminates under (0) above, the remaining corpus and any undis- 
tributed income shall go to the issue of the nieces and nephew, or their 
issue by right of representation. Until his death, the entire net income 
of the trust is distributablc currently to the decedent's brother. After 
his death, this income is distributable currently to the testatrix's nieces 
and nephew. 

The trustee is authorized to sell the trust property at any time, 
but he cannot be forced to do so by any of the pecuniary lega- 
tees. If such sales are made, the net proceeds will be distributed 
to the pecuniary legatees, if then living, in the amounts specified for 
each, or proportionate parts thereof. Under this provision, $62, 000 
is bequeathed to various parties, of which $17, 000 is bequeathed to 
charitable organizations. If the trust is terminated under (9) above, 
any of the pecuniary legacies then unpaid shall lapse. 

The question presented is whether, in the event of a sale of trust 
property, the trust is ta, xable on all of the realized gain, if any, de- 
rived from the sale, or whether the trust will be allowed a deduction 
of seventeen sixty-seconds of that, gain as being that proportion of 
the gain distributed to charitable organizations. 

Section 102(a) of the Internal Revenue Code provides as follows: 
SEC. 162. NL&'T IXCOI&IE. 

The net income of the estate or trust shall be computed in the same manner 
and on the same basis as in the case of an individual, except that- 

(a) There shall be allowed as a deduction (in lieu of the deduction far 
charitable, etc. , contributions authorized by section 28(o) ) any part of th~ 
gross income, without limitation, which pursuant to the terms of the will or 
deed creating the trust, is during the taxable year paid or permanentlV set 
aside for the purposes and in the manner specifierl in section 28(o), or is 1o 
be used exclusively for religious, charitable, scientific, literary, or educatio»1 
purposes, or for the prevention of cruelty to children or animals, or for tl&s 

establishment, acquisition, maintenance or operation of a public cemetery 
not operated for profit; 
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In order for a trust to qualify for the benefits of section 162(a) 
of the Code, the will or bleed creating the trust must direct the pay- 
ment or setting aside of some part of the gross income for charitable 
purposes. (See I. T. 1966, C. B. III — 1, 215 (1924). ) The will which 
created the present trust does not direct the payment of any part of 
the trust income to the charities. The will specifies that the income 
from the trust will go to the decedent's brother for life and on his death 
to the nieces and nephew of the testatrix. Gains realized from the 
sale of trust corpus are considered accretions belonging to corpus under 
Massachusetts law. (See Chase v. Union, A"ational Bank, 275 Mass. 
508, 176 N. E. 508. ) The bequests here are specific pecuniary legacies 
gIld are gifts of corpus and not distributions of the trust income as 
such. 

In Arthur H. Wellman v. Welch (99 I'ed. (2d) 75, afiirining 21 Fed. 
Supp. 978), a Massachusetts estate sought to deduct from its income, 
as payments to charity under section 162(a) of. the Code, that part of 
the income of the estate used to pay charitable pecuniary legacies. But 
the district court and the circuit, court of appeals held that the de- 
duction was not allowable. It was stated that the estate was insufli- 
cient to pay the residuary legacies and, accordingly, all of the income of 
the estate became corpus, a~nd when part of such income was used to 
pay the pecuniary legacies to charity, the payment was held to be a part 

b 
ayment of. such legacies from the assets of the estate and not a distri- 
ution of income. 
In Olot Colony Trust Co. et al. v. Commissioner (38 B. T. A. 828), 

in which a deficiency asserted against the estate of Jennie K. Baldwin 
was involved, it was held that the gains derived by executors from the 
sale of securities, which gains were distributed to pecuniary legatees 
as part payment of their legacies, were not deductible (as payments 
of income) by the executors under section 162 (b) or (c) of the Rev- 
enue Act of 1984. The Board of Tax Appeals (now The Tax Court 
of the United States) said that what was income to the executors be- 
came principal upon distribution to the pecuniary legatees. 

6. C. M. 24702 (C. B. 1945, 241) cited the above two cases for the 
proposition that the payment of. a pecuniary legacy is an ex«eption 
to the rule that an estate may deduct payments out of its income to 
residuary legatees during the taxable year in which the residue be- 
comes payable, and such amounts will be taxable to the legatees (under 
section 162(b) of the Code) even though those amounts are considered 
payments of principal under State law. 

Inasmuch as the will of A bequeaths certain pecuniary legacies to 
charity upon the happening of the contingency (sale of corpus by the 
trustee) and does not direct any of the income of the trust, as such, to 
be paid or pernianently set aside for the charitable pecuniary le~&a- 

tees, it is the opinion of this once that, in the event gain is realized 
from sale of the trust corpus, and even though part of such gain is used 
to satisfy the pecuniary legacies to charity, the trust will not be entitled 
to any deduction under section 162 (a) of the Code, copra. 

CHARLES OLIPHAiVT) 

Chief Counsel, Bureau of Internal revenue. 
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SUPPLEMENT F. — PARTNERSHIPS 

SECTION 181. — PARTNERSHIP NOT TAXABLE 

SEOTIoN 19. 181 — 1, REGULATIDNs 103: Partnerships. 

INTERNAL REVENUE CODE 

Family partnership between father and sons. (See Ct. D. 1793, 

page 5. ) 

SUPPLEMENT H. — NONRESIDENT ALIEN INDIVIDUA. LS 

SECTION 911. — TAX ON NONRESIDEiNT ALIEN 
INDIVIDUALS 

SEOTIoN 99. 211 — 7: Taxation of nonresident 
alien individuals. 

INTERNAL REVENUE CODE 

Regulations 111 amended, (See T. D. 5709, page 56. ) 

SECTION 912. — GROSS INCOME 

SEOTIGN 19 919 ly REG'ULATIGNs 103: Gross in- 
come of nonresident alien individuals. 

(Also Section 119, Section 19. 119 — 5. ) 

1949 — 15 — 13139 
Ct. D. 17O9 

INco'uE TAX — REvENI. E AcT oF 1988 AND I'@TERNAL RKvENUK coDE 
AMENDED — DECISION OE SUPREME COURT 

1. GRoss INcoME — XCNRKsIDENT AI. IEN INDIVIDUAL — RENrs on 
ROYALTIES. 

Amounts received in 1988 and 1941 by a nonresident alien author 
not engaged in trade or business within the United States and not 
having an OAice or place of business therein, each of such sums having 
been received by the author as payments in full, in advance, for an 
exclusive serial or book right throughout the United States in rela- 
tion to a speciQed ori inai story written by him and ready to be 
copyrighted, come within the kinds of grass income referred to in 
the applicable revenue acts as "rentals or royalties for the use of or 
the privilege of using in the United States, " * * copyrights, 

and other like property, " and are accordingly taxable as 
gross income from sources within the United States under sections 
119, 211, and 212(a) of the Revenue Act of 1998 and the Internal 
Revenue Code as amended in 1940 and 1941. The receipt of the 
respective amounts in single lump sums did not exempt them from 
taxation. 
2. DECISION REVERSED. 

Decision of the United States Court of Appeals, Fourth Circuit 
(166 Fed. (2d) 986), reversing decision of The Tax Court of the 
United States (8 T. C. 637), reversed. 
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SUPBEKE CoUET oP THE UNITED STATEs 

Commissioner of Internal Ret&entre, f&etitioner, v. Pel)ram G. Wode)rouse 

On writ of certiorari to the United States Court of Appeals for the Fourth Circuit 

[June 18, 1949] 

OPINION 

Mr, , Tustice BURToN delivered the opinion of the Court. 
The question before us is whether certain sums received in 1M8 and 1941, by 

the respondent, as a nonresident alien author not engaged in trade or business 
within r. he United States and not having an oflice or place of business therein, 
v&ere required bv the Revenue Acts of the United States to be included in his gross 
incorue for Federal tax purposes. Each of these sums had been paid to him in 
advance and respectively for an exclusive serial or book right throughout the 
United S(. ates in relation to a specified original story written by him and ready 
to be copyrighted. The answer turns upon the meaning of "gross income from 
sources within the United States" as that term was used, limited and defined in 
sections 212 (a), 211 and 119 of the P evenue Act of 1988, and the Internal Revenue 
Code, as amended in 1940 and 1941. ' For the reasons hereinafter stated, ive hold 
that these sums each came within those kinds of gross income from sources within 
the United States that were referred to in those Acts as "rentals or royalties for 
the use of or the privilege of using in the United States, * e * copyrights, 

and other like property, " ' and that, accordingly, each of these sums 
was taxable under one or the other of those Acts. 

Thc respondent, Pelham 6. Wodehou, . e, at the times material to this case, was 
a British subject residing in France. He was a nonresident alien of the United 
States not engaged in trade or business within the United States and not having 
an office or place of business therein during either the taxable year 1MS or 1941. 
Ile was a writer of serials, plavs, short stories and other literary worlrs published 
in the United States in the Saturday Evening Post, Cosmopolitan Maguzir&e and 
other periodicals. 

February 22, IM8, the Curtis Publishing Co. (here called Curtis) accepted for 
publication in the Saturday Evening Post the respondent's unpublished novel 
oThe Silver Cow. " The storv had been submitted to Curtis by the respondent's 
literary agent, the Reynolds Agency, and, on (hat date, Curtis paid the agency 
$40, 000 under an sgreeiiient reserving to Curtis the American serial rights in 
the story, including in such rights those in the United States, Canada and South 
America. The memorandumquoted in Appendix B [page 74, this Bulletin], infra, 
page —, constituted the;rgreement. Also in 1088, the respondent received $5, 000 
from Doubleday, Doran 3 Co. for the book rights in this story. The story was 
publisherl serially in the Saturday Evening Post, July 9 to Sept. ember 3, 1M9. 

Pursuant to a like agreement, the respondent received $40, 000 from Curtis, 
December 18, 1988, for serial rights in and to his story "Uncle Fred in the Spring- 
time. " It was published serially in the Saturday Evening Post, April 22 to May 
27, 1939. 

July 23, 1941, Hearst's International Cosmopolitan Magazine, through the re- 
spou&lent's same agent, paid the respondent $2, 000 for "all American and Canadian 
serial rights (which include all American and Canadian magazine, digest, peri- 
odical aud newspaper publishing rights)" to the respondent's article entitled 
"My Y& ars Behind Barbed Wire. " The uigreement appears in Appendix C 
[pa e 7"&, this Bulletin], infra, page —. Apparently ibis story was published 
shortly thereaf ter. 

August 12, 1941, Curtis, through the same agent, paid the respondent $40, 000 
for the "North American (including Canadian) serial rights" to respondent's 
novel entitled "Money in the Bank. " The agreement ivas in the form used by 
Curtis in 1988. ' The evidence does not state that this story was published but 

'The material provisions were identical in the Revenue Act of 1938, enacted Flay 28, 
1938, c. 289, 52 Stat. 447 et seq. , and in the Internal Revenue Code, enacted I&'ehruary 10, 
19')0, 53 Stat. 1, et seq. Amendments to these provisions in 1940 and 1941 changed only the 
r'ates of tire taxes. For text of the material provisions, see Appendix A l page 72, this 
Bullet(a], ia fra, pages —, —, following this opinion. 

r Section 119(a) (4), 52 Stat, 504, 53 Stat, 54, 26 U. S. C. section 119(a) (4). For full 
text of the material provisions of section 119, sec Appeudix A, infra, page —. 

' Sce Appeudix B [page 74, this Bulletin], infra, page —. 
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it shows that Curtis, pursuant to its agreements, took out a United States copy, 

right on each of the respective stories nained in the foregoing agreements. 
each story's serial publication, Curtis reassignecl to the respondent, on the iatte»s 
demand, all rights in and to the story excepting those rights xvhich the respondent 

expressly had agreed that Curtis xvas to retain. The respective sums were thus 

paid to the respondent, in advance and in full, for the serial or book rights &vbich 

he bad made available. I&'or Uuited States income tax purposes, tile respondent's 

literary igent, or soine other xvithholding agent, withheld from the respondent, 

or from his wife as his assignee, a part of each payment. 
In 1044 the ('oiuinissioner of Internal Revenue, petitioner herein, gave the 

respondent noti&. e of tax deficiencies assessed against him for the taxable years 

1928, 1024, 1988, 1940 and 1941. In these assessments, among other items, the 
Commissioner. &laiiiied deficiencies in the respondent's inconie tax payments 

based upon his above-described 1988 and 1941 receipts. The respondent, in a 

petition to the Tax Court for a redeteiuuination of such deficiencie, not on)y 

conteste&l the additional taxes assessed against him, which ivere based upon tbc 
full amounts of those receipts, but be asked also for the re'fund to him of tbe 
amounts which had been xvithheid, for income tax purposes, from each such pay. 
ment. The Tax Court entered judgment against him for additional taxes for 
1088, 1040 and 1941, in the respective amounts of S&11, 800. 71, $8, 080. 88 and 

$1, 854. 85&. In speaking of the taxes for 1940 and 1941, the Tax Court said: 
"The first issue, found also in the year 1938, presents the question of the tax. 

ability of lump sum payinents for serial rights to literary xvorks. Counsel for tbs 
petitioner [Wodehouse, the respondent here] concedes that substantially tbe 
same issue was raised and decided in Sax Rob, mes, 5 T. C. 188; affirmed, 158 Fed, 
(2d) 61; certiorari denied, 828 U. S. 862. 

"Iu Saa Roluner, slip&a, xve held that the lump sum payments for serial rights 
were royalties and, as such, were taxable to the recipient. The arguments 
advanced in the cases at bar follow the same pattern as those appearing in the 
Saa Ro)i»zer case, as presented to this court and to the circuit court of appeals. 
The petitioner's contentions xvere rejected in both courts and for the same reasons 
stated in the opinions therein, they are rejected here. " 8 T. C. 087, 658. 

As the respondent's taxes for 1088 and 1041 had been paid to the Collector of 
Internal Revenue at Baltimore, AId. , his petition for review of the Tax Court's 
judgineiit for those years was filed in the United States Court of Appeals for 
the I&'ourth Circuit. The judgment against him was there reversed, 160 Fed. (2d) 
980, oiie judge dissenting on the authority and reasoning of Rohr&ter v. Commis. 
sioner, 1:&'3 Fed. (2cl) 01 (C. A. 2d Cir. ). Because of the resulting confiict 
between the circuits and also because comparable issues as to this respondent's 
taxes for 1940 xvere pending before the Court of Appeals for the Second Circuit, 
we granted certiorari. 885 U. S. 807. ' 

The petitioner contends that receipts of tile type before us long have been 

recognized as rentals or royalties paicl for tbe use of or for the privilege of using 
in the United States, patents, copyrights anil other like property. Ix. eeping in 

mind that, before 1080, such receipts were expressly subject to withholding as 
part of the taxable income of nonresident alien individuals, he contends that 
those receipts remained taxable and subject to withholdin in 1088 and 1941, 
after the sttin&lards for taxation of such aliens hacl been made expressly co. 
terminous with tbe standards for subjecting this part of their income to witb- 
holcling procedures. 

In opposition, the respondent argues, first, that each sum he received was a 
payment ruade to him in return for his sale of a property interest in a copyright 
an&i not a payment to him of a royalty for rights granted by him under the 1&ro. 

tection &&f his copyright. Being the proceecls of a sale by him of such a property 
interest, he concludes that those proceeds xvere not required to be included in 

bis taxable gross income because the controllin Revenue Acts did not atteml&t 

& As the court below held that the respondent's 1968 and 1941 receipts were not sub)sit 
to taxation, it did not reach the subsidia& y issues xvhich had been raised as to the propw 
amount of those taxes if they were sustained. Similarly, the court below did not pssi 
upon the claim that certain of the assessments were subject to the 6-year statute of tt&st' 

tations rather than the 5-year statute here applied. See section 275 (a) and (c), 52 Sts" 
5)9& 59 Stat. 66, 26 U. S. C. section 275 (a) and (c). This claim turned upon the recoff 
nition to be given to certain assignments made by the respondent to his wife. Those assign 
ments, if fully recognized, might have reduced the tax to be assessed against the respondes& 
to an amount less than 25 percent of the amount originally stated by. him in his retui'i 
and thus render& d the 5-y&ar statute inapplicable. However, the effect of those assign 
ments»as not passed upon by the count below. 
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to tax nonresident alien individuals, like himself, upon income from sales of 
property. Se&ondly, the respondent argues that, even if his receipts were to be 
treated as royalties, yet each was received in a single lump sum and not "an- 
nually" or "periodically, " and that, therefore, they did not come within his 
taxable gross income. 

The petitioner replies that, in this case, we do not properly reach the fine 
questions of title, or of sales or copyright law, thus raised by the respondent as 
to the divisibility of a copyright or. as to the sale of some interest in a copyright, 
The petitioner states that the issue here is one of statutory interpretation. It is 
confined primarily to the taxability of the respondent's receipts within the broad, 
rather than narrow, language of certain Revenue Acts. Attention must be focused 
on those Revenue Acts. If th &dr t& rrns made these receipts taxable because of the 
general nature of the transactions out of which the receipts arise, namely, pay- 
ments for the use of or for the privilege of using copyri hts, then it is those 
statutory definitions, properly read in the light of their context and of their 
legislative history, that must determine the taxability of the receipts. He argues 
that the language of the Revenue Acts does not condition the right of the United 
States to its revenrre upon any fine point of property law but & overs these receipts 
in any event. Treating the respondent's receipts simply as representing pay- 
ments for the use of or the privilege of using copyrights the petitioner argues 
that they constituted income that was subject both to withholding and to taxation 
in 1938 and 1041. He claims" finally that the respondent cannot escape taxation 
of such receipts merely 1&y showing that each payment was received by him in a 
lump sum in advance for certain uses of a copyright, instead of in several 
payments to be made at intermediate dates during the life of the copyright. 

Sr&m8 received bg a not&resident alien individual for the use of a copgright in the 
United States constituted gross income taxable to him under the Revenue Act 
of 1988 and the Internal Revenue Code 

Under the income tax laws of the Unitgd States, sums received by a non- 
resident alien author not engaged in trade or business within the United Sta. tes 
and not having an ofii&e or place of business therein long have been required 
to be included in his ross income for our Federal tax purposes. Such receipts 
have been an appropriate and readily collectible subject of taxation. A review 
of the statutes, regulations, administrative practi& es and court decisions &lis- 
closes this policy and, at least from a revenue standpoint, no reason has ap- 
peared for changing it. 

Since the early days of our income tax levies, rentals and royalties pai&i for 
the use of or for the privi. 'ege of using in the United States, patents, copyrights 
and other like property have been tax&'d to nonresident aliens an&1 for many 
years at least a part of the iax has been withheld at the source of the in& ome. 
To exenrpt this type of income from taxation in 1038 or 1041, in the face of this 
long record of its taxi. lion, rvould require a clearness and positiveness of legis- 
lative determination to change thc establishe&l procedure tlrat is entirely rrb- 
sent here. 

The policy of this Court in this general field of statutory interpretation was 
stated in 1&034 in a case rvhich &'lealt rvith the taxation of a somewhat comparable 
for'm of income of a for'eign corporation. In Helveriirg v. Stoctrholms Errehilda 
8&rntc, 203 U. S. S4 [Ct. D, 887, C. 8, XIII — 2, 200 (1034) ], the question preseni. ed 
was that of the proper interpretation to be, iven to section 217(a) (1) of the 
Revenue Act of 1020, c. 27, 44 Stat. 0, 30 (analogous to section 119(a) (1) of the 
Revenue Act of 1038, fi2 Stat. 003, now b. fore us). Certain sums had been re- 
ceived by a foreign corporation from the United States Government in the form 
of interest upon a refund of an overpayment by that corporation of its income 
taxes. This Court held that such interest, in turn, constituted taxable gross 
income derived by the foreign corporation from a sour. ce within the United States, 
because it amounted to interest upon an interest-bearing obligation of a resident 
of the United Stat&a within the meaning of the Act. This interpretation was 
adopted in opposition to the foreign corporation's argument that the payment 
should be exempted because it amounted to interest on one of the "obligations 
of the United States" and that interest on such an obligation was expressly ex- 
ernpted fr'om taxaiion bv section 213 (b) (4) of the Iter enue Act of 1020 (analogous 
to section 22(b) (4) of the Revenue Act of 1038). This Court distinguished 
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between the meaning of the word "obligations" in the context of the diifererit 

sections of the Act and stated the applicable general principles of statutory con- 

struction as follows: 
"The general object of this Act is to put money into the Federal Treasury ~ arid 

there is manifest in the reach of its many provisions an intention on the part pf 

Congress to bring about a generous attainment of that object by imposing a tax 

upon pretty much every sort of income subject to the Federal power. plainly, 

the payment in question constitutes income derived from a source within the 

United States; and the natural aim. of Congress would be to reach it. In Iru, "in v. 

Gavit, 268 U. S. 161, 166 [T. D. 3710, C. B. IV — 1, 123, 124 (1925) ], this Court, reject 
ing the contention that certain payments there involved did not constitute income, 

said: 'If these payments properly may be called income by the common under. 

standing of that word and the statute has failed to hit them it has missed sp 

much of the general purpose that it expresses at the start. Congress intended 

to use its power to the full extent. Eisner v. I)facornber, 2M U. S. 189, 203 [T. D 

3010, C. B. 3, 25, 27 (1920)]. ' Although Congress intended, as the Court held 

in the Viscose case, sup&a [M Fed. (2d) 1033 (C. A. 3d Cir. ) ] [Ct. D. 660, C, R 
XII — 1, 213 (1933) ], to include interest on a tax refund made to a domestic cor- 

poration, we are asked to deny such intention in respect of a competing foreign 
corporation. But we see nothing in the relationship of a foreign corporation to 
the United States, or in any other circumstance called to our attention, which 

fairly shows that such a discrimination!vas within the contemplation of Congress, 
On the contrary, the natural conclusion is that if any discrimination had been 
intended it ~ould have been made in favor of, and not against, the domestic cor- 
poration, which contributes in a much more substantial degree to the support of 
the people and Government of the United States. " Id. at pages 89 — 90. 
And further: 

"In the foregoing discussion, we have not been unmindful of the rule, fre- 
quently stated by this Court, that taxing acts 'are not to be extended by implica- 
tion beyond the clear import of the language used, ' and that doubts are to be 
resolved against the Government and in favor of the taxpayer. The rule is a 
saluta!. y one, but it does not apply+here. The intention of the lawmal-er cori- 

trols in the construction of taxing acts as it does in the construction of other 
statutes, and that intention is to be ascertained, not by taking the word or clause 
in question fro!n its setting and viewing it apart, but by considering it in cari- 
nection with the context, the general purposes of the statute in which it is found, 
the occasion and circumstances of its use, and other appropriate tests for the 
ascertainment of the legislative will. Compare Rein v. I. ane, L. R. 2 Q. B. Cases 
144. 1, &1. The intention being thus disclosed, it is enough that the word or 
clause is reasonably susceptible of a meaning consonant therewith, Whatever 
might be its meaning iu another and different connection. We are not at liberty 
to reject the meaning so established and adopt, another lying outside the intention 
of the legislature, simplv because the latter would release the taxpayer or beai' 
less heavily a. ainst him. To do so would be not to resolve a doubt in his favor, 
1 ut to say that the statute does not mean what it means. " Id. at pages 98 — 94. 

A, These receipts unquestionably tcould have been taaed to a nonresident a«e» 
individual if received by him under the Revenue rect of 198$. 
The background and development of the particular provisions before us 

emphasize the congressional purpose to tax this type of income. They disclose 
the full tamiliarity of Congress with this general type of transaction. Throng)&- 
out the history of our Federal income taxes since the sixteenth amendment t» 
our Constitution, the Revenue Acts have expressly subjected to taxation the 
income received by nonresident alien individuals from sources within the United 
States. For example, there is no doubt that the receipts here in question would 
have been taxable to the respondent if they had been received by him urider 
the Revenue Act of 1984, c. 277, 48 Stat. 680, et seq. , and the present issue resolves 
itself largely into a determination whether such receipts were relieved from tax- 
ation by the Revenue Act of 1986, c. 690, 49 Stat. 1648, et seq. , through certatri 
changes in the income tax laws that were made by that Act and which were st!H 
in effect in 1988 and 1941. 

Under the Revenue Act of 1984, the income of a nonresident alien individual 
!vas taxed at the same rates as was the income of a resident citizen (sectioris 
11 and 12) but his taxable gross iucome was limited !vholly to that which hs 
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had received "from sources within the United States, " section 211(a). ' Such 
sources were described in section 119 of that Act, and the material portions of that 
section have remained unchanged ever since. They give their own definition of 
rentals and royalties. These have been quoted from above and they are set forth 
in full in Appendix A, infra, p. —. The Act of 1984 thus sought to include as 
taxable gross income any income which a nonresident alien individual received 
as royalties 1' or the privilege of using any copyrights in the United States and 
also sought to tax his income from the sale of any personal property which he had 
produced (in whole or in part) outside the United States but had sold within 
the United States. Section 119 (a) (4) and (e) (2). As a mechanism of col- 
lection, the Act also sought to withhold from nonresident alien individuals, at 
the source of payment, the entire normal tax of 4 percent computed upon numerous 
classifications of their income nained in section 148(b). ' This language is im- 
portant in this case. It expressly included certain forms of interest and also 
"rent, salaries, wages, pretntums, annuities, compensations, remunerations, emol- 
uments, or other fixe or detemntnable annual or periodical gains, profits, and 
(ncome, of any nonresident alien individual, s " *. " (Emphasis added. ] 
While royalt(cs yvere not mentioned specifically in this statutory withholding 
c]ause, they had been expressly listed in the regulations, since long before 1984, 
so that there was no doubt that they were to be subject to withholding as a 
inatte' of interpretation. It was equally clear that Income derived from a sale 
in the United States, of either real or personal property, was not included, either 
express]y or by implication or interpretation, in the income subject to a with- 
holding of the tax on it at the source of the income. The regulations, since the 
Act of. 1924 (U. S. Treasury Regulations 65, article 362 (1924) ) to the present 
time, have contained decisive statements on these points. Such regulations 
have been substantially identical with the following which appeared in Treasury 
Regulations 86, article 148 — 2 (1984): 

"Only fixed or determinable annual or periodical income is subject to with- 
holding. The Act specifically includes in such income, interest, rent, salaries, 
wages, premiums, annuities, compensations, remunerations, and emoluments. 
Brrt other kinds of tncome are included, as, for instance, royalties, 

Tfre inconrc der(vcd from tire sale in the United States of property, 
u!hether real or personal, is not fiieed or determfrrrabte annual or L. ei iod(cal income. " 
tir&mphasis added. ] 

Apart from these provisious requiring the withholding of taxes at the source 
of the income, the Revenue Acis have contained other provisions, in similar lan- 
guage, calling for the reporting to the Commissioner of Internal Revenue of mate- 
rial information as to certain income which might be taxable. This language has 
received an interpretation which is related to and consistent with that here 
given to the provisions as to withholding taxes. ' 

s "SUPPLE. 'lIENT H NDNRKsIDENT ALIEN INDIvIDUALs 

"SEC. 211. GROSS INCOKIE. 
"(a) GENERAL ItuLE. — In the case of a nonresident alien individual gross income in- 

cludes only the grass inco ne from sources within the United States. " Section 211(a). 48 
Stat. 73o. 

"SEC. 143. WITHHOLDING OI" TAX AT SOURCE. " a) TAx-Il RES COVENANT BOND. — s " b) NDNRKsIDKNT Ar. IKrrs. — All persons, in whatever. capacity acting, including lessees 
or mortgagocs of real or personal proiierty, firluciaries, employers, and all ofilcers and 
employees of the United States, having the control, receipt, custorly, disposal, or payment 
of interest (except interest on deposiis with persons carrying on the ban)ring business 
paid to persons not engaged in business in the United States and not having an otfice or 
place of business therein), rent, saLaries, u. ages, premiums, annuities, compensations, remu- 
neraiions, emoluments, or other fised or deternrinabte annual or periodical gains, profits, 
and Lnconie, of ani! nonresirlcnt alien, indir iriual, or of anv partnership not engaged in trarle 
or business wiihin tho United Statrs and not bavin any otfice or place of business therein 
and compose&1 in whole or in part of nonresident aliens, s s " deduct and withhold 
from, such annunL or periodical gabrrb profits, and income a tax equal to lr per centum 
thereof! s s "" [Emphasis added. ] 48 Stat. 723 — 724. 
' "SEC. 147. INElORKIATION AT SOURCE. 

"(a) PATIIENTs DP $1, 000 oR MURK. — ALL persons, in rclratcver capacity acting, including 
lessees or mortra ors of real or personal property, fiduciaries, and emplovers, making 
pug!sent to another person, of interest, rent, salaries, rcages, premiur&rs, annuities, compen- 
soiions, remuncrattuns, emoluments, or other fixe or determinable gains, profits, and 
income ~ K * of $1, 000 or more in any taxable year, * " * shall render a true 
and accurate return to the Commissioner, under such regulations and in such form and 
manner and to such rxtent as may be prcscpiberl by him with the approval of the Secretary, 

s "" (Eruph;isis sr'ried, ] 48 Stat, 726, 
TII'usury Itegulations 86, unrler the Act of 1034, shelved amon other iliin s, that this 

section applied grnrr;illy to fixed or determinable income, that royalties lvcrc includerl as 
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These statutes and egu a ions d R 1 t'ons show that under the Act of 1934, Congress 
t 

d thh ld 11 or part of the tax on) the income of a nonresident 

alien individual insofar as it was derived from payments for the use of pr fpr 

the privilege of using copyrights in the United States. It also sought tp tax 

ld t erilly withhold the tax on) any gain which the tax- 

payer derived rom e sa e d f ' th ale of personal property produced bV hiiu without the 

St t b t ld vithin the United States. Accordingly, if t e receipts 

now before. us had been received by the respondent under the Act of 1934, they 

would have been taxable whether thev were treated as pay'ments in the nature 

of royalties for the use of the copyrights under section 119(a) or were treated 

t f ale's price for certain interests in copyrights under section 

119(e). The regulations helpfully carried this analysis further. ey showed 

that, while bot1z fot fns of i&tcotne tcez e taxable, yet it tcas only the royalty pay 

ments (and not the sales' proceecls) that tcere subject to tfte u;ithholding proce- 

dure. A Treasury Decision made in 1933, under the Revenue Acts extending from 

1921 to 1928, ' and a decision of the Court of A. ppeals for the Second Circuit made 

in 1938, under the Revenue Act of 1928, c. 852, 45 Stat. 791, sustain the above 

conclusions. The latter case was that of Sabatini v. Cotntttissioner, 98 I&'ed. (2d) 

VM (C. A. 2d Cir. ), ' later discussed and approved in ROEztner v. Commissioner, 153 

fixed aud determinable income aud that information as to them was not required when 

such royalties did not exceed the taxpayer's exemptious. Also, such information at the 

sour-co was not required where the incozne had been withheld, at the source, from a non- 

resident alien individual and a report had been made to that effect. See, for example; 
"ART. 147 — l. ' 4 * Although to make necessary a return of information the iucoms 

must be fixed or determinable, it need not be annual or periodical. "A, 147 — 3. Cases zvhere uo return of information required. — Payments of the follow- 

ing character, although over $1, 000, need not be reported in returns of information RT, 

"(Ez) payments of salaries, rents, royaLties, interest (except bond interest required to 
be rcport d on ownership certificates), and other Efaezt or detcrmf zzabte income aggregating 
less than $2, 500 made to a married individual: 

' ART. 147 — 5. Return of information as to payments to other than citizens or residents, — 
In the case of payments of fixed or. deteruzinable annual or periodical incozue to nonresident 
aliens (individual or fiduciary), 4 * " the returns filed by withholding agents oa 
Porzu 1042 [required by Article 143 — 8] shall constitute aud be treated as returns of infor- 
mation. (See sections 143 aud 144. )" [Emphasis added. ) 

4 This opinion was rendered in response to a request to the Treasury for advice as to 
whether certain payments received during the years 1921 to 1928 by the taxpayer, a 
nonresident alien author, were taxable as income from sources within the United States. 
The payments were received pursuant to contracts granting certain volume, serial aud 
motion picture rights in consideration of stipulated royalties payable in various ways. 
Some contracts prescribed a royalty on each copy sold, others a total stipulated sum, and, 
in at least one case, this sum was payable in several parts. The opinion reviewed the 
practice of many years aud gare a positive answer to guide future practice. The answer 
was that all these receipts were taxable insofar as they came from sources within the 
United States. The opinion contained the following significant statements which indicate 
the administrative practice which had been applied aud thereafter was to apply to these 
sections: 

"The fact that a payment in the nature of a rent or royalty is in a lump sum rather 
than so much per annum, per unit of property, per performance, per book sold, or a 
certain percentage of the receipts or profits, does not alter the character of the payment 
as rent or royalty. (0. D. 1028, C. B. 5, 83; Appeal of J. Elf. d tff. 8. Browning Co. , 6 
B. T. A. , 914, acquiescence C. B. VII — 1, 5 [1928]. ) Nor is it ma'terial whether the royalty 
is paid in advance. (Appeal, of Bloeaefzs Jewefry, Ino. , 2 B. T. A. , Gll. ) It is accordingly 
the opinion of this office that the payments in question are 'rentals or royalties 
from 4 * * [orl for the use of or for the privilege of using * 4 " copy- 
rights * 4 * and other like propertv. ' Since the grant by the taxpayer in each 
instance is so clearly the grant of a particular right in all the rights constituting the 
taxpayer's literary property and copyright, the conclusion is obvious that the graut 
is a license aud uot a sale. 

"The applicable Revenue Acts regard royalties from American copyrights (or for the 
use of or for the privilege of using in the United States copyrights and other like 
property) as income from sources within the United States, aud royalties from foreign 
copyrights (or for the use of or for the privilege of using without the United States 
copyrights and other lil-e property) as income from sources without the United States 
Substantially all the income here in question constitutes royalties from, or for the use 
of, or for the privilege of using American copyrights. " I. T. 2735, C. B. XII — 2, 131 (1933), ' "The fact that one lump sum was received for the privilege of using the property of 
the author instead of a series of payments does not alter the real character of what the 
taxpayer received. It was pavmeut for the use of his literary property for the purpose 
named and insofar as it was in payment for use in the United States was taxabls as 
a royalty paid in advance and received for the granting of that privilege. While there 
seems to be no direct authority for this view of the meaning of the statute, we believe it 
correct in principle and the order of the Board in this respect is reversed. " Id. at 
page 755. This clecision eft'ectively supplements the Treasury Bulletin of 1933 and ezupha. 
sizes the general language of the statute in taxing proceeds of the type of transaction 
that is before us. It reversed an intermediate holding made by the Board of Tax Appeals 
in 1935 in Sabatinz v. Commissioner, 32 B. T, A. 705. That intermediate decision, accord 
ingly, was in the Process of review when the Revenue Act of 1936 was enacted audz 
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Fed. (2d) 61, 63 (C. A. 2d Cir. ). Incidentally, these opinions declared not only 
that the taxes in question were imposed upon the receipts as rovalties but that it 
made no difference whether such royalties were each received in lump sums in 
full payment in advance, to cover the use of the respective copyrights throughout 
their statutory lives, or vvhether the royalties were received from time to time 
and in lesser sums, 

B. The Itevenue Act of 19M preserved the taxability of the several kinds of 
incntne of nonresident alien individuals u. hich had been the subject of tcith- 
holding at tlieir respective sources, including receipts in the nature of royalties 
for the use of copyrights in thc United States. 
The Revenue Act of 1936 did not change materially the statutory definition of 

gross income from sources within the United States under section 119. It did, 
however, amend section 211(a)" materially in its description of the taxable 
income of nonresident alien individuals. These amendments (1) substituted a 
special fiat rate of 10 percent for the general normal tax and surtax rates, (2) 
required this entire special tax, in the usual case, to be svithheld at the source of 
the taxable income, (3) limited the taxability of the income of each nouresident 
alien individual to those kinds of income to which the withholding provisions also 
applied, and (4) (except for the addition of dividends) inserted verbatim, as 
a nesv statement of the types of taxable income of a nonresident alien individual 
(not engaged in tracle or business svithin the United States and not having an 
oflice or place of business therein), the language that previously had been used 
to state the specific types of income to which the withholding procedure ivas to 
apply. See its section 143(b)" paralleling its amended section 211(a). By 
thus restricting the income tax to those specific types of income to which the 
withholding procedure had previously applied, Congress automatically relieved 
nonresiderit alien individuals from the taxation of their income from cei'tain sales 
of real or personal property, previously taxed. This amendment, on thc other 
hand, retained r&nd increased the tax on the very kind of income that is before 
us. It also increased the porton of such income to be withheld at its source to 
meet the new and higher flat rate of tax. 

The legislative history uf the Revenue Act oi 1936 confirms the special rneanin 
thus apparent on its face. It en&phasizes the policy which expressly marked 
the enactment of this Act, including particularly these amendments. The practi- 
cal situation was that it had been difiieult for United States tax officials to 
ascertain the taxable income (in the nature of capital gains) which had been 
derived from sales of property at a profit by nonresident alien individuals, or 
by foreign corporations, when the respective taxpayers were not engaged in trade 
or business within the United States and did not have an office or place of 
business therein. This difhculty was in contrast with the ease of computing and 
collecting a tax from certain other kinds of income, including payments for the 
use of patents and copyrights, from which the United States income taxes were 

therefore, it cannot be argued that Congress carried its interpretation into the Revenue 
Act of 1986. If anything, the contrary might be argued as to Sabatini v. Commissioner, 
98 Fed. (2d) 758 (C, A. 2d Cir. ), which was decided before the enactment of the 
Internal Revenue Code. 
""SEC. 211. TAX ON NONRESIDENT ALIEN INDIVIDUAI. S. 

"(a) No I)N&Tsu STATas Bus&sass OR Or&&&&cx. — There shall be levied, collected, aud 
paid for each taxable year, in lieu of the tax imposed by sections 11 aud 12, upon the 
amount received, by every nonresident alien individual uot engaged in trade or business 
within the Unite&1 States aud not having an oflice or place of business therein, from 
sources within the United States as interest (except interest on deposits with persons 
carrying on thc backing business), dsvidcn&ru, rents, salaries, wages, premiums, annuities, 
compensations, rcn&unerutions, cmoluinents, or otlicr fixed, or determinable annual, or 
perio&ticnt gains, profits, and income, a tax of tg per centum of such, amount, 
[Emphasis a&lied, l 49 Stat. 1714. 
' "SlgC. 148. WVITHHOLDING Ol& TAX AT SOURCE. 

1 s 1 

"(b) Nouarsrn&snv Ar, rr;ss. — All persons, in whatever capacity acting, inc&uding lessees 
or mortgagora of real or personal property, fiduciaries, emplovers, aud all oiffcers and 
emi&loyces of the United States. having the control, receipt, custodv. disposal, or. . pay&ueut 
of &'»l&'rest (except' interest on deposits with peraous carrying on the banking business 
paid &o persons not engaged in business in the United States aud uot 1&aviug an office 
or pince of business thrreiu), dividends, rent, salnrlc, . s, u ages, premiums, annuities, com- 
Pensntione, remuncrntinns, cmolumci&ts, &&r other fiaed nr dctcrminnble annual or pcrio&lical, 
gains, profits, nnd 0&coma (but only to the ratent that nnir of the above items constitute 
gross &ncnmc from, sources u&ithin thc ffnstcd States), of nnu &ionresi&lent alien inclividuat, 
oc of nuy partnership uot enrage&1 in trade or business within the 17nitrd States an&1 not 
having auy off)ce or place of business therein au&1 compos& 0 in &vhole or in part of aun- 
t&a)dont all&us, shall i s a decluct. and icithholcl from, such annunl or periodicnl 
gains profits, and income a tax cgual tn 1g per centum thereof, s " s" [Emphasis 
added. ] 49 Stat. 1700 — 1701. 
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being, wholly or partiallv, withheld at the source. The Congressional Com. 

mittee Reports expressed a purpose of Congress to limit future taxes on non. 

'd t l 'ndividuals to those readily collectible. " With a view evidently 
Con ress thereu on a- 

to securing substantially as much revenue as before, Cong' p ap- 

plied a new fiat rate of 10 percent to nonresident alien individuals and of 15 

percent to foreign corporations, the entire amount of this tlat rate of tax to be 

withheld and collected at the source of the income. The reports referred alsp 

to increases in stock transfer taxes which might result from thus removing the 

income tax from profits of nonresident alien individuals on their stock sales, 

C s reco nized a value and a convenience in thus turning to the accessible, 
h fixed and determinable income of nonresident aliens. There is no doubt t at 

these steps sought to increase or at least to maintain the existing volume of 

revenue. " No suggestion appears that Congress intended or wished to relieve 

from taxation the readily accessible and long-established source of revenue to 

be found in the payments made to nonresident aliens for the use of patents or 

copyrights in the United States. Much less was any suggestion made that lump 

sum advance payments of rentals or rovalties should be exempted from taxation 

while at the same time smaller repeated payments of rentals or royalties would 

be taxed and collected at the source of the income. To have exempted these 

nonresident aliens from these readily collectible taxes derived from sources 

Ivithin the United States would have discriminated in their favor against resi- 

dent citizens of the United States who would be required to pay their regular 
income tax on such income, if treated as royalties within the meaning of our 

gross income provisions, or at least to pay a tax upon them as capital gains, if 
treated as income from sales of capital within the meaning of our capital gains 

provisions, No such purpose to discriminate can be implied. 
Accordingly, at the time in 1986 when these amendments were being enacted 

into section 211(a), the provisions for taxing the gross income of nonresident alien 
individuals under the Revenue Act of 1934 already had been long and ofiicially 
interpreted as covering receipts from royalties as expressly and broadly defined 

"NONRESIDENT ALIENS AND FOREIGN CORPORATIONS 

"lt has also been necessary to recomrueud substantial changes in our present system ef 
taxing nonresident alieus aud foreign corporations. A e 4 In sectiou 211, it is pro- 
posed that the tax on a nonresident alien not engaged in a trade or busiess in the ijuited 
States aud uot having an office or place of business therein, shall be at the rate cf 
10 percent on his gross incnme from interest, dividcnIls, rents, zvagcs, and salaries and 
other baaed and determinable income. This taa (in the usual case) is collected at the 
source by IvithhcMing ae provided for in, section 148. Such a nonresident uiu nct be subject 
tv the taa cn capital gaum, incisding gains from hedg(ng transactions, ae at present, it 
having been found impossible to effectuauy ccuect this latter taa. It is believed that this 
exemption from tax will result in additional revenue from the transfer taxes aud from 
the income tax in the case of persons carrviug on the brokerage business. 

In the ease of a foreign cnrporation uot eu aged in trade or business withiu 
the Uuited States and uot having an oflice or place of business therein, it is proposed to 
levy a flat rate of tax of 15 percent on tbe gross income of such corporatiou from interest, 
divideuds, rents, salaries, wages, and other fIacd and dclcrm(nable income (not including 
capital, gains). This tax is to be collected in the usual case by withholding at the 
source e A 

"It is believed that the proposed revision of our system of taxing nonresident aliene 
aud foreign corporations will be productive of substantial amounts of additional revenue, 
since it rep/aces a theoretical system impractical of administration in, a great number 
cf cases. " [Emnhasis added. l H. R. Rept. No. 2475, 74th Coug. , 2d sess. 9 — 10 (1936) 
[C B 1989 — 1 (Part 2), 667, 673 — 6741. 

To the same effect, see S. Rept. No. 2156, 74th Cong. , 2d sess. 21, 28 (1936) [C. B. 1939-1 
(Part 2), 678. 691 — 693] 

n Ou the floor of the House, Representative Hill of Washington, of the Committee on 
Ways aud Means, supporting these amendments, 'said: 

"We have placed a flat tax of 10 percent on' nonresident aliens, that is, people Rot 
citizens of the United States and Rot residing in the United States; and this 10-perceut 
tax is withheld at the source. We expect to get considerably more revenue out of both 
nonresident aliens aud foreign corporations having uo place of business or uot engaged 
in trade or business in this country, thun we have been getting under the present plan, 
because we are going to withhold it at the source, aud uot take a chance on their makiag 
a report of it, or having to send our representatives to some foreign country to find what 
their Ret iucome is, aud seek to induce them to pay their tax. " 80 Cong. Rec. 6005 (1936) 

On the (ivor of the Senate, Senator King of Utah, a. member of the Finance Committee 
aud in charge of the bill, said, in supporting these amendments: 

"The House bill changes the method of taxing nonresident aliens aud foreign corpora- 
tions. A nonresident alien Rot engaged in a trade or business in the United States, or 
Rot having au oiflce or place of business therein, is taxed at a fiat rate of 10 percent on 
his iucotue from interest, dividends, rents, wages, salaries, aud other flxed or determi- 
nable income, which are collected at the source. 3 e A These nonresident aliens are 
exempted under the House bill from the tax on capital gains, including hedging traae- 
actions, it being found administratively almost impossible to collect the capital-gaiue 
tax in such cases. This exemption will result in increased revenue from transfer taxes 
or from thc income tax in the case of persons carrying on the brokerage business. " 80 Cong. 
Rec. 8650 (1936). 



71 [() 19. 212 — 1, Regs. 108. 

in section 119(a) and subjected to withholding at the source of income under 
section 148(b). The legislative history of the 1986 amendments is, therefore, a 
refutation of any claim that Congress, at that time, was seeking to exempt such 
taxpayers from those appropriate and readily colleci, ible items. On the other 
hand, that history shows that Congress was seeking to continue to tax, and even 
to increase the tax upon, those kinds of income which had been found to be readily 
withholdable at their respective sources. Accordingly, what Congress did was to 
incorporate the very language of the withholding provisions of section 148(b) 
into the language of the taxing section 211(a). The regulations under section 
146(b), quoted above substantially as being in effect since 1924, had already 
settled that royalties were included in section 1fig(b). The Treasury Bulletin 
also el&owed tliat Lump sum payments made in advance for Limited rights under 
copyr'zghts were included in the "royalties" thzrs subject to withhold(ng and tava- 
tian. The type of transactions and the Leind of payments were thus identified. 
Tire broad, Lang&cage there used is. entitled to be interpreted, its accordance with 
its plain meaning and estabtished usage. Therefore, after the 1936 amendments, 
it became equally clear that these receipts in the nature of royalties and previ- 
ously with, held at their source ivere incLnded in the sources of income specified 
in section 211(a) but that profits from sales of property were not included in 
the sources of income specified in section, 211(a). The decisions of the Court of 
Appeals of the Second Circuit in Sabatini v. Commissioner, supra, in 1988, in rela- 
tion to the Revenue Act of 1028 and in ILohnier v. Commissioner, supra, in 1046, 
in relation to the Internal Revenue Code, as amended in 1040, reflected the same 
point of view. 

None of these provisious of the Act of 1036 were changed by the Revenue Act 
of 1038, the Internal Revenue Code, or the 1940 or 1041 Amendments to that Code, 
except in relation to the size of the tax rates. The principal changes even in 
those rates were to provide higher taxes in the higher brackets, rather than to 
redu& e the taxes on nonresident aliens. " 

The receipt of thr respective amounts by tile respondent in single lump sums as 
paynzents in full, in advance, for e& rtain blights unrler the ~espective copyrights 
did not evempt tlrose receipts from taxation 

Once it has been determined that the receipts of the respondent would have 
been require&1 to be included in his gross income for Federal income tax purposes 
i(' they had been received in annual payments, or from time to time, during the 
life of the respective copvrights, it becomes equally clear that the receipt of those 
same sums by him in single lump sums as payments in full, in advance, for the 
same rights to be cnjoved throughout the entire life of the respective copyrights 
cannot, solely by i'eason of the consolidation of the payment into one sum, render 
it tax exempt. No Revenue Act can be interpreted to reach such a result in the 
absence of inescapably clear provisions to that effect. There are none such here. 

The arguiuent f' or the exeinption w;&s suggested by the presence in secti&ms 
211(a) and 148(b) of the words "annual" and "periodical. " If read apart from 
their text and legislative history and supplemented by the gratuitous insertion 
after them of the ivord "payments, " they might support the limiting eftect here 
argued for them. However, ivhen tal'en in their context, and partinilarly in 
the light of the legislative history of those Acts, and the interpretation placed 
upon them by the Treasury Department and the loiver courts, they have no 
such meaning, Those words are merely generally descriptive of the character 
of the gains, profits and income svhich arise out of such relationships as those 
which produce readily withholdable interest, rents, royalties and salaries, con- 

. sisting wholly ot income, especially in contrast to gains, profits and income in 
the nature of capital gains from profitable sales of real or personal property. 

&4 Particularly in the Revenue Act of 103S, section 211 was amended to provide tlmt, 
if the aggregate amount of a taxpayer's income of the types included from sources within 
the United States was more than $21, 600, during a taxable year, then the regular rate of 
tax imposed by sections 11 aud 12 became applicable, subject to the proviso that in uo case 
it be less than 10 percent of the gross income subject to the tax. Section 211 (a) aud 
(c). 62 Stat. 627 — 623, and see Appendix A, infra, p. —. 

While payment ordinarily is at a certain rate for each article or certain 
percent of the gross sale, that in itself is uot determinative. The purpose for which the 
payment is made aud uot the zuauuer thereof is the deiemuiuing factor. " Conznzissioner 
v. Aff&L(ated enterprises, 123 Fed. (2d) 664, 66S (C. A. 10th Cir. ). 
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In the instant case, each copyright which was to be obtained had its fu]], 
original life of 28 years to run after the advance Payment was received by the 
author covering the use of or the privilege of using certain rights under it 
Fixed and determinabIe income, from a tax standpoint, may be received either 
in annual or other payments without altering in the least the need or the reasons 
for taxing such income or for withholding a paI't of it at its source. One advance 
payment to cover the entire 28-year period of a copyright comes within the 
reason and reach of the Revenue Acts as well as, or even better than, two or 
more partial payments of the same sum. 

Articde 143 — 2 of Treasury Regulations 101, issued under the Revenue Act of 
1938, provided: 

"The income need not be paid annually if it is paid periodically; that is to say, 
from time to time, whether or not at regular intervals. That the length of time 
during which the payments are to be made may be increased or diminished in 
accordance with someone's will or with the happening of an event does not make 
the payments any the less determinable or periodical. " 

Substantially this liberal language in the regulations has been used in this 
connection since 1918, (U. S. Treasury Re ulations 45, article 362 (1918}. ) 
Single luInp sum payments of royalties were held to be taxable under the Revenue 
Acts of 1921, 1924, 1926 and 1928, I. T. 2735, C. B. XII — 2, 131 (1933); under the 
Revenue Act of 1928, Sabatini v. , Contmissioner, supra; and under the Internal 
Revenue Code, as amended in 1940, Rohmer v. Commissioner, supra. 

For the foregoing reasons, we hold that the receipts in question were required 
to be included in the gross income of the respondent for Federal income tax pur- 
poses. The judgment of the court of appeals accordingly is reversed and re. 
manded for further proceedings consistent with this opinion. 

Reversed and remanded. 

Mr. Justice DGEGI. As took no part in the consideration or decision of this case. 
Dissenting opinion by Mr, Justice FRANEFvRTER, with whom Mr. Justice MGR- 

rIIz and Mr. Justice JACEsoN join. 

ArrENmx A 

Material provisions of sections 212(a), 211 and 119 of the Revenue Act of 1938 
and the Internal Revenue Code: 
"SEC. 212. GROSS INCOME. 

"(a) GENERAL RULE. — In the case of a nonresident alien indieidual gross income 
includes only the gross income from sources within the United States. " [Em- 
phasis added. ] 62 Stat. 528, and 53 Stat. 76, 26 U. S. C. section 212(a). 
"SEC. 211. TAX ON NONRESIDENT ALIEN INDIVIDUALS 

"(a) No UNITED STATEs BUSINEss oR OFFIcE. — 
"(1) GENERAL RULE. — There shall be levied, collected, and paid for each 

taxable year, in lieu of the tax imposed by sections 11 and 12 [normal tax 
and surtax imposed generally upon individuals and applicable in the instant 
ease, under paragraphs (a)(2) and (c), because the respondent's gross 
income for each taxable year exceeded the allowable maximum there speci- 
fied], upon the amount received, by every nonresident alien individual not 
engaged in trade or business within the United States and not having an 
oifice or place of business therein, from sources witkin the United States as interest (except interest on deposits with persons carrying on the banking 
business), dividends, rents, salaries, wages, premiums, annuities, compensa- 
tions, remunerations, emoluments, or other peed or determinable annual or 
period&'cal gains, profits, and income, a tax of 10 per centum of such amount c Inc 

IC (2) AGGREGATE MQRE THAN $21, 600. — The tax imposed by paragraph (1) shall not apply to any individual if the aggregate amount received during the taxable year from the sources therein specified is more than $21, 600. 

21 600. — A 
"(c) No UNIT'ED STATEs BvsLNEss or. OFFIGE AND GRoss INcoME ov MORE TIIAN 

nonresident alien individual not engaged in trade or busin ss within t e United States and not having an oflice or place of business therein who has a 
h usiness 

gross income for anv taxable year of more than $21, 600 from the sources spectfIed 
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in subsection (a) (f ), shall be taxable without regard to the provisions of sub- 
section (a) (1), except that— 

"(1) The gross income shall include only income from the sources specified 
in, subsection (a) (I); 

"(2) The deductions (other than the so-called 'charitable deduction' pro- 
vided in section 218(c) ) shall be allowed only if and to the extent that they 
are properly allocable to the gross income from the sources specified in 
subsection (a) (1); 

"(8) The aggregate of the normal tax and surtax under sections 11 and 12 
shall, in no case, be less than 10 per centum of the gross income from the 
sources specified in subsection (a) (1); and i' * *" (Emphasis added. ] 
52 Stat. 5I27-528. 

The above provisions of sections 212 and 211 were reenacted in the Internal 
Revenue Code, 58 Stat. 7»-76. The tax rates were changed. by the Revenue Act 
of 1940, c. 419, 54 Stat. 516 — o17 as follows: the surtaxes were increased generally 
in section 12(b), the flat rates were increased from 10 percent to 15 percent and 
the allowable maximunr income subject to the fiat rates was raised from 
$21, 600 to $24, 000 in section 211 (a) and (c), 54 Stat. 518. The lievenue Act of 
1941, c. 412, 55 Stat. 687, 688, again increased the surtaxes in section 12(b), 
increased the flat rates from 15 percent to 27'/a percent and decreased the 
allowable maximum income subject to the fiat rates from $24, 000 to $28, 000 
in section 211 (a) and (c), 55 Stat, 694, Since then, the normal tax and surtax 
rates have been increased still further, the fiat rate applicable to nonresident 
alien individuals has been increased from 271/2 percent to 80 percent and the 
allowable maxin&um income to which the flat rates apply has b, . en reduced to 
$15, 400. 26 U. S. C. section 211 (a) and (c). 
"SEC. 119. INCOME FROM SOURCES WITHIN UNITED STATES. 

"(a) G&ross INcoME FRQM SovROEB IN UNITED STATEs. — The following items of 
gross income shall be treated as income from sources within the United States: 

" (1) IN TERz s T. — ~ 

"(2) D&vrDENDs, —" 
(8) PERsoNAE sERYIczs. — i' 

"(4) RENTAr. s AND RCYAI. TIEs. — Itentals or royalties from property located 
in the United States or from any interest in such property, including rentals 
or royalties for the use of or for the privilege of using in the United States, 
patents, copyrights, secret processes and formulas, good will, t&ade-marks, 
trade brands, franchises, and other like property; and 

"(5) SALE or REAL, PROPERTY. — Gains, profits, and inconre from thc sale of 
real property located in the United States. 

"(6) SALE OE PERsoNAL IRorERTY. — For gains, profits, and income from the 
sale of personal property, see subsection (e). 

"(b) NET INcoME FRoM Sovzczs IN UNITED STATEs. — From the items of gross 
incorue specihed in subsection (a) of this section there shall be deducted the 
expenses, losses, and other deductions properly apportioned or allocated thereto 
and a ratable part of any expenses, losses, or other deductions which cannot 
definitely be allocated to some item or class of gross income. The remainder, 
if any, shall be included in full as net income from sources within the United 
States. 

"(c) Gsoss INcoMz FROM Sovnczs WITIIovT UNITED STATEs. — The following 
items of gross income shall be treated as income from sources without the United 
States: " (1) Interest other than that derived from sources within the United 

States as provided in subsection (a) (1) of this section; 
"(2) Dividends other than those derived from sources within the United 

States as provided in subsection (a) (2) of this section; 
"(8) Compensation for labor or personal services performed without the 

United States; 
"(4) Rentals or royalties froni property located without tire United States 

or fro&n any interest in such property, including rentals or royalties for the 
uie of or for the privilege of using without the United States, patents, copy- 
riglits, scc&et processes and forniulas, good mill, trade-marks, trade brands, 
franchises, and otlier like proper ties; and 

868972' — 50 — 6 
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"(5) Gains, profits, and incoine from the sale of real property located 

without the United States. 
Q ES 

(d) NET INcoME FRCM SoURcEs WITHOUT UNITED STAT 

"(e) Isvcosiz FRoM SoURcrs PARTLY WITHIN AND PARTLY WITHoUT UNITED 

STATEs. — + * * Gains, profits, and income from— 
"(1) transportation or other services rendered partly within and partly 

without the United Sta. tes, or 
"(2) from the sale of personal property produced (in whole or in part) 

by the taxpayer within and sold without the United States, or produced (in 

whole orin part) by the taapayer without and sold within the United States, 

shall be treated as derived. partlv from sources within and partly from sources 

without the United States. Gains, profits and income derived from the purchase 

of personal property within and its sale without the United States or from the 

purchase of personal property without and its sale within the United States, shall 

be treated as derived entirely from sources within the country in which sold, v 

"(f) DEPINITIONS. —: * "". " [Emphasis added. ] 52 Stat. 508 — 506, 58 Stat, 

56 — 55, 26 U. S. C. section 119. 

APPENDIx B 
"THE CURTIS PUBI. ISHING COMPANY 

INDEPENDENCE SQUARE 

PHILADELPHIA 

February 22, 1988 
'PAUL, R. REYNOLDS & SoN, 
599 Fifth Avenue, 
New York City. 

We inclose herewith our check forty thousa. nd dollars in payment for 
Serial: The Silver Cow. 

By P. G. Wodehouse. $40, 000. 00 
IMPORTANT 

"This check is offered and accepted with the understanding that The Curtis 
Publishing Company buys all rights in and of all stories and special articles 
appearing in its publications and with the further understanding that every 
number of these publications in which any portion thereof shall appear shall 
be copyrighted at its expense. After publication in a Curtis periodical is coin- 

pleted it agrees to reassign to the author on demand all rights, except American 
(including Canadian and South American) serial rights. 

"MOTION PICTURE RIGHTS 

"Please note that our reservation of serial rights (which includes publication 
in one installment) includes new story versions based on motion-picture or 
dramatic scenarios of short stories and serials that have appeared in Curtis 
publications, and that we permit the use of such versions only under the following 
conditions: Such synopsis, scenario, or new story version shall not exceed fifteen 
hundred (1 500) words in length when based on a short story appearing complete 
in one issue, or five thousand (5, 000) words when based on a serial appearing 
in two or more issues, or a series of not less than three connected short stories 
from which a single picture is to be made. Such synopsis shall appear only in 
circular matter, press books, press notices, trade journals and in magazines 
devoted exclusively to dramatic or motion-picture matter, and shall in no event 
appear as having been written by the author. When selling motion-picture or 
dramatic rights of matter, you must notify the producer to this effect, so that 
there may be no misunderstanding on his part and no infringement of our rights. 

"THE CURTIs PURLIsiIING COMPANY 

Respondent's exhibit containing the foregoing memorandum agreement also 
included the statement rendered and the checks issued by the agent to the 
respondent and to the respomlent's wife for. alt, 100 each, including the following'. 



75 [I) 19. 212-1, Regs. 108. 

"MARGH 8, 1988. 
"P. G. Wodehouse in account with Paul R. Reynolds k Son. 
"Received from Saturday Evening Post for All, American, Canadian d. 

South American serial rights to 
The Silver Cow 

Commission 5 percent 
$40, 000 

2, . 000 

V. S. Income Tax 10 percent 

Ethel Worlehouse share one-half 

88, 000 
8, 800 

84, 200 
17, 100 

nn» 1nn Draft herewith 
[Emphasis added. ] 

No issue iz before us relating to the computation of the amount withheld or 
the division of the payments between the respondent and his wife. In the 
statements rendered by the agent as to the payments received for serial rights 
to "Uncle Fred in the Springtime, " the initial amount withheld was 10 percent 
of the full payment without deduction of the agent's commission. 

APPENDIX C 

"HLrARST'S INTERNATIONAL COSMOPOLITAN 

Hearst Magazine Building 
Fifty-seventh Street and Eighth Avenue 

New York City 
Jvr. x 28, 1941. 

Jvz, 24, 1941. 
"MR. PAUI. R. REYNOI. Ds, SR. , 
599 Fifth Avenue, 
New York City. 
"DzAR MR. Rzvnor. »s: 

"This will confirm our purchase of the article entitled My Year Behind Barbed 
Wire by P. G. Wodehouse for tsvo thousand dollars (@, 000. 00). IVe are baying 
all American and Canadian serial rights (ahich include all American and 
Canadian maga ine, digest, periodical and nerospaper publishing rights). 

"It is understood and agreed that the author, and you as his agent, will not 
use or permit the use of this article or any part or parts thereof (1) in any manner 
or for any purpose until thirty (80) days after magazine publication and (2) 
in connection with or as the basis for any motion and/or talking picture(s), 
radio broadcast(s), television, dramatic production(s) or public performance(s) 
throughout the world unless the words 'Based on (or taken from) literary ma- 
terial originally published in Cosmopolitan' immediately precede or follow or 
otherwise accompany the title of any and all such motion and/or talking pictures, 
radio broadcasts, telecasts, dramatic productions or public performances. 

"Your signature hereon will constitute an agreement between us. 
"Sincerely yours, 

"FINANCES WHITING. 
I' RANczs WHITING. 

"Accepted: 

Date: 
"I am accepting the above letter on the condition that publication of this 

article can be released in England simultaneously with publication in Cosmo- 
politan Magazine (despite the wording of (1) in the second paragraph); with 
the further understanding that Cosmopolitan will permit no digest or newspaper 
publication of this article without the consent of the author or his agent in 
writing; and with the further condition that we receive payment not later than 
September 1, 1941. " [Emphasis added. ] 
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SECTION 213. — DEDUCTIONS 

SEcTIoN 29. 213 — 1: Deductions allowed non- 
resident alien individuals. 

(Also Section 23(a), Section 29. 28(a) — 2; 
Section 119, Section 29. 119 — 10. ) 

INTERNAL REvENEE CODE 

1949 — 16 — 13140 
G. C. M. 26013 

The expenses incurred by a citizen aud resident of France, 
whose principal place of business is in France, in behalf of himself, 
his ruanager, and his secretary, in traveling from France to the 
United States in order to fulfill performance contracts in the 
United States and Canada, as well as the expenses incurred in re- 
turning to France upon conipletion of such contracts, a. re deductible 
for Federal income tax purposes in the proportion that the gross 
income from sources within the United States bears to the total 
gross income from sources within both the United States and Canada. 

An opinion is requested as to the deductibility, for Federal income 
tax purposes, of amounts paid by the taxpayer for expenses of himself, 
his manager, and his secretary, in traveling from France to this coun- 
try for the purpose of fulfilling performance contracts in the United 
States and Canada, and in returning to France upon completion of 
such contracts. 

In the instant case, the taxpayer, a citizen and resident of France, 
has for many years performed in motion pictures, made recordings 
and raclio appearances, and has given concerts in France and other 
European countries, as well as in the United States. He also owns 
ancl manages a number of business enterprises in France. He entered 
the United States in March, 1947, under a temporary visitor's visa 
to fulfill performaiice contracts both here and in Canada. He gave 
a series of performances here from March 10, 1947, to May 17, 1947, at 
which time he departed for Canada to carry out his engagements 
there. Upon conclusion of his performances in Canada, he returned 
to the United States and departed in June, 1947, for France, where he 
was scheduled to give concerts. 

Section 213(a) of the Internal Revenue Code provides as follows: 
Grs'xKRKL Rur. x. — In the case of a nonresident alien individual the deductions 

shall be alloived only if and to the extent tha. t they are connected with income 
from sources within the United States; and the proper apportionment and 
allocation of the deductions with respect to sources of income within and 
without the United States shall be determined as provided in section 119, under 
rules and regulations prescribed by the Commissioner with the approval of the 
Secretary. 

Section 29. 218 — 1(b) of Regulations 111 provides in part as follows: 
United States business. — In the case of a nonresident alien individual who at 

any time within the taxable year was engaged in trade or business withiu the 
United States the deductions allowed by section 28 for business expenses 
are allowed only if and to the extent that they are connected with income from 
sources within the United States. 

Both the statute and the regulation which are set forth above specify 
tliat deductions are allowed to a nonresident alien "only if and to 
the extent that they are connected with income from sources within 
the United States. " This conditional clause was explained in I. T. 
2792 (C. B. XIII — 1, 85 (1984) ) as follows: 

To be allowable, therefore, the deduction must be "connected" with 
income from sources within the United States. The word "connected" means 
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"joined or linked together by some tie, as of causality, relationship, or intimacy. " 
The meaning at once suggested is that the requisite tie between the deduction 
and the income is that of causality, that is, that the expenditure for which the 
deduction is claimed must enter into, and be directly related to, the production 
of the income. 

The taxpayer, accompanied by his manager and secretary, under- 
took the trip from France to this continent and return for the express 
purpose of fulfilling performance contracts in the United States and 
Canada, and those engagements were the immediate cause inducing 
the transportation expenses in question. Thus, the requisite tie of 
causality is present here, and such transportation expenses are "con- 
nected" with, or directly~ related to, the production of. income in the 
United States and Canada. It follows that such expenses qualify 
under section 218 (a) of the Code "to the extent. that they are connected 
with income from sources within the United States, " provided they 
also constitute deductible business expenses under section o8(a) (1) 
(A. ) of the Code. 

Since the transportation expenses of the taxpayer, his manager, and 
his secretary, in traveling to the United States and in returning to 
France, cannot be allocated exclusively to income from sources within 
the United Stat. es, such expenses should be apportioned upon the ratio 
of gross income from sources within the United States to the total 
gross income from sources within both the United States and Canada 
which resulted from that trip. (See section 29. 119 — 10 of Regula, — 

tions 111. ) 
There remains to be considered whe'ther the apportioned part of such 

expenses, thus allocated to income from sources within the United 
States, is deductible as a business expense under section 28(a) (1) (A) 
of the Code or, more specifically, as a traveling expense (including the 
entire amount expended for meals and lodging) wliile away from 
home in the pursuit of a trade or business. The taxpayer's home and 
principal or regular place of business during the period in question 
was in France. While in the United States, lie was on a business trip 
which required nothing more than a temporary departure from tlie 
place where he customa~rily carried on his business during the taxable 
year. Thus, the instant situation is regarded as being closely analo- 
gous to that considered in Colum v. Co~nmissioner (188 Fed. (od) 
768). The fact that the instant taxpayer is a nonresident alien does 
not affect the application of the general principles governing the. tle- 
ductibility of traveling expenses. (See Ui~"ginia Eni C'arrawza 
(Zuii) v. Commissioner, 11 T. C. oo4. ) Accordingly, it is believed 
that the apportioned part, of such traveling expenses which is allocable 
to income from sources within the Unitetl States constitutes 
deductible traveling expense under section 98(a) (1) (A) of the Code. 

6. C. M. 4956 (C. B. VII — 2, 198 (1998) ), which disallowed the de- 
duction claimed by a nonresident alien musician for annual, round- 
trip transportatioii expenses between the United States and A. ustria, 
is readily distinguishable from the instant case because that musician's g 

rincipal and apparently his only place of business was in the United 
tates; consequently, those expenses were not directly connected with 

his performance in a, domestic orchestra or with his income from 
sources within the United States. The motivating factors of such 
travel were apparently his personal conveniences and necessities rather 
than the exigencies of his trade or business. (See Commissioner v. 
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F/ouers, 826 U. S. 465; Ct. D. 1659, C. B. 1946 — 1, 57. ) The rule stated 
in the second sentence of O. D. 451 (C. B. 2, 157 (1920) ), which dis- 
allows the expenses incurred in reaching a new place of employment in 
a foreign country, apparently concerns an employee who accepts an 

employment contract of indefinite duration and thereby establishes 
his principal or regular post of duty in such foreign country. (Cf. 
John D. Johnson v. Comm~issioner, 8 T. C. 808. ) Such a rule is not 
applicable to an individual who accepts, in pursuit of his trade or 
business, one or more short-term contracts which require but a tem- 
porary departure from his usual place of business. (Coburn v. Com, — 

rnissioner, supra. ) The essential facts in the instant case appear to 
be substantially the same as those involved in I. T. 8084 (C. B. XV — 2, 
186 (1986) ). There, a nonresident alien musician was allowed to de- 
duct his expenditures for naeals and lodging while on a brief concert 
tour in this country. If that musician, who left his home and princi- 
pal or regular place of business for the sole purpose of engaging in a 
brief concert tour in this country, had claimed a deduction for expenses 
incurred in traveling to and from the United States, such deduction, 
in the opinion of this OKce, would also have been allowable. 

For the reasons stated above, it is the opinion of this OKce that the 
apportioned part of the expenses paid by the taxpayer for transporta- 
tion of himself, his manager, and his secretary, in traveling to and 
from the United States, which is allocable to income from sources 
within the United States, constitutes a proper deduction for Federal 
income tax purposes. 

CIIARLES OLIPIIANT) 
Chief Comique/, Bureau of Internal Eevenue. 

SUPPLEMENT I. — FOREIGN CORPORATIONS 

SECTION 281. — TAX ON FOREIbN CORPORATIONS 

SEGTIUN 29231 — 1: Taxation of foreign corporations. 
INTERNAL REVENUE CODF 

Regulations 111 amended. (Sce T. D. 5709, page 56. ) 

SUPPLEMENT J. — POSSESSIONS OF THE UNITED STATES 

SECTION 251. — INCOME FROM SOURCES WITHIN 
POSSESSIONS OF UNITED STATES 

SEUTION 29. 251 — 1: Citizens of the United 
States and domestic corporations deriv- 
ing income froIn sources within a pos- 
session of the United States. 

I. T. 8981 

INTERNAL REVENUE CODE 

In the case of an individual member of a partnership, gross 
income, for the purposes of section 251 of the Internal Revenue Qode, relating to income from sources within possessions of the United 
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States, includes the partner's proportionate share of the partner- 
ship's gross income, not his distributive share of the partnership's 
ordinary net income. 

Advice is requested whether, for the purposes of section 251 of the 
Internal Revenue Code, relating to income derived from sources within 
possessions of the United States, gross income derived by a partner 
from a partnership consists of his proportionate share of the part- 
nership's gross income or his distributive share of the partnership's 
ordinary net income. 

It is contended that Supplement I&' (sections 181 through 190) of 
Subchapter C of Chapter 1 of the Internal Revenue Code contains 
provisions which change the nature of the gross income derived by 
a partner from a partnership so that it consists (with exceptions not 
hereto relevant) only of his distributive share of the partnership's 
ordinary net income, and not of gross income such as is contemplated 
by section 22 of the Code. 

With the exception of section. 187 of the Code, none of the sections 
of Supplement F contains any reference to gross income. Even in 
section 187, no indication is given that, as the term is there used, gross 
income is anything other thnn the items specified in section 22 of the 
Code. 

Section 29. 189 — 1(a) (8) of Regulations 111 reads in part as follows: 
His distributive share of a business ordinary net income of the partnership 

shall be includecl by each partner as ordinary business gross income, and of a. 

business ordinary net loss of the partnership as an ordinary business deduction. 
His distributive share of a nonbusiness ordinary net income of the partnership 
shall be included by each partner as ordinary nonbusiness gross income, and of 
a»onbusi»ess ordinary net loss of the partnership as an ordinary nonbusiness 
deduction. 

The so]e purpose ol section 29. 189 — 1 of Regulations 111 is to inter- 
pret sect. ion 189 of the Cocle, a section which deals with the application 
of section 28(s) of the Code to p. rtnership income. Both the purpose 
:&»d the language of the reg»lntion are such ns to preclude any reason- 
able conte»tion that it has the objective of prescribing that the gross 
income clerived by a partner from n partnership shoulcl consist. only of 
his distributive share of the partnership net income. It is apparent, 
therefore, thnt there is nothing in Supplement I&' which makes any 
exception or addition to the concept of gross income as set forth i' 
section 22 of the Code. 

The general provisions of the inco&ne tnx statute, in the absence of 
specific provisions to the coni. rary, apply to partnership income as if 
it were received l&y the partners without the intervention of the part- 
nership. Although n pnrt»ership may ge»erally be considered ns a 
business u»it;, it is, from the viewpoint of I& ederal income taxation, a 
unit only for the purpose of making an information return on Form 
106, '& (U»ited States Pnrtnership Return of Income). Neither the 
partnership itself »or the pn. rtnersliip return can insulate the partner 
fro&n his allocable portion of the partnership gross income. Form 
1065 is analogous to certain of the schedules contained in Form 1040 
(U. S. Individual Income Tnx Return) in which the gross income 
derived from specified sources is entered nnd the deductions directly 
allocable thereto nre subtracted, the difference constituting an item 
of adjusted gross income (cf. section 22(n) of the Internal Revenue 
Code). If, for purposes of Federal income taxation, it is necessary 
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to determine the taxpayer's gross income, the amount of gross incoiiie, 
entered in such a schedule, not the amount of adjusted gross income, 
is controlling. An essential difference betwecii the schedules in Form 
1040 and the return on Form 1065 is that the schedtiles apply to but 
one return, whereas Form 1065 generally applies to two or more re- 
turns. But, the individual partner's distributive share of the part- 
nership's ordinary net income is as clearly an item of adjusted gross 
income as if the computation by which it was arrived at had been set 
forth on his individual return. 

The requirements of section 251(a) of the Code are based on amounts 
of gross income as well as sources of gross income. Adjusted gross 
income does not enter into the calculations made to determine whether 
the taxpayer is entitled to its benefits. A taxpayer claiming the 
benefits of section 251, all or a part of whose gross income during 
the applicable period thereunder was derived from a partnership, 
must determine, in addition to the sources of gross income, the amount 
of the gross inconie of that partnership which is allocable to him 
and make his calculations accordingly. His distributive share of 
the ordinary net income of the partnership does not affect this 
calculation. 

SEVTIoN 29. 251 — 1: Citizens of the United States 
and domestic corporations deriving income 
from sources within a possession of the United 
States. 

INTERNAL REVENVE CODE 

Regulations ill amended. (See T. D. 5709, page 56. ) 

CHAPTER 2. — ADDITIONAL INCOME TAXES 

SUBCHAPTER E. — EXCESS PROFITS TAX 

PART I 

SECTION 719. — BORROWED INVESTED CAPITAL 
SEcTIoN 80 719 1) REGvLATIQNs 109: Borrowed 

invested capital. 
1949 — 21 — 1M10 

Ct. D. 1724 

EXCESS PROI'ITS TAX — INTERNAL REVENVE CODE — DECISION OP COVRT 

BORROWED INvEBTED CAPITAL — WHETHER ADVANcEs To TAxPAYER BY 
FACTOR REPRESENTED BORROWED CAPITAL. 

Taxpayer corporation entered into a written agreement with a factor in order to obtain suflicient capital for its business, under which agreement it assigned its accounts receivable to the factor and the latter agreed to advance 90 percent of the face value of such accounts, and the balance, less the factor's charges, upon pay- ment of the assigned accounts. The assignments were eft t d b ins ruments separate from the agreement. Held: The agreement in tr 
and assignments together v ere equivalent in effect and in real't rea i y o an indebtedness evidenced by a mortgage within the meaning of section 719(a) (1) of the Internal Revenue Code, and accordingly 
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the advances constituted "borrowed capital" for the pui&uses of 
computing excess profits credit under sections 712 and 714 of the 
Code. 

UNITED STATES CIRcUIT CoURT oF APPEAns Foii TIIE SEOGND CiscUIT 

Bren&ster Shirt Corp. , petitioner, v. Commissioner of Internal Ret&enue, respondent 
[159 Fed. (2d) 227] 

Petition for review of de&. ision of The Tax Court of the United States 

Before SwAN, AI GUGTUB N. HAND, and CLAPIt, Circuit Judges 

[January 11, 1947] 

From an order determining a deficiency of $3, 14S. 91 in the excess profits 
taxes of the petitioner Brewster Shirt Corp. on the ground that certain of 
the assets did not constitute borrowed invested capital within the meaniiig of 
section 719 of the Internal Revenue Code, the petitioner appeals. Reversed. 

OPI&XION 

AUGvsTUs N. HAND, Circuit Judge: The taxpayer seeks to have reversed an 
order of The Tax Court of the United States which sustained a determination by 
the Commissioner of Internal Revenue of a deficiency in excess profits taxes 
for the year 1941 in the amount of @, 1-(8. 91. 

The question before us is wheiher various advances to the taxpayer by its 
factor Mills Factors Coi. p. repr&sented "borrowed capital" within the meaning 
of section 719(a) (1) for the purpose of computing its excess profits. 

Section 710 of the Revenue Act fixes the tax on iidjusted excess pr&. fits net in- 
comes. In arriving at the tax the Commissioner disallowed a snin of $18. &, 332. 77 
borrowed from Mills Factors Corp. which the taxpayer harl set forth in its 
return for the purpose of establishing a proper credit in reporting its excess 
profits net income for the year 1041. The propriety of this disalloivance depends 
on whether that sum was "i&orroived capital" ivhich in turn depends on the inter- 
pretation to be placed on the portious of section 719 of the Act quoted in the 
margin. ' 

The Commissioner gave;i narrow construction to the words "bond, note, bill 
of exchange, debenture, cert'fii. ;ite of indebtedness, mortgage or &iced of trust '" and assessed a deficiency in excess profits taxes bv holding that the 
taxpayer was not entitled to the credit claimed under sections 712 and 714 
because the loans by Mills Factors Corp. did not come within any of the specifica- 
tions of section 710. The Tax Court affirmed the Conunissioner. 

The Brewster Shirt Corp. Ivas organized in 1931 with a capitaliz:ition of $40, 000, 
of which $18, 000 was expended in purchasing a factory at Danbury, Conn. That 
expenditure left it with insufficient capital for profitable operation and it was 
obliged to resort to the common practice of factoring its accounts in order to 
obtain sufficient capital for its business. Accordingly it entered into a ivritten 
agreement with Mills Factors Corp. under which it assigned its accounts receivable 
to the Factor and the latter agreed to advance 90 percent of the face value of such 
accounts and the balance upon payment of the assi, 'ried accouuts. As is com- 
mon in such factoring agreeinents there was a stipulated charge on the part of 
tile I&'actor, for its expenses and services, of three-fonrths of 1 percent per inonth 
on the net sales of the taxpayer assigned to the Factor. The taxpayer agreed 
to repurchase at face value accounts which were not paid at their maturity, 
assumed all credit risks with respect to the accounts, including liability for defects 
in goods and agreed to hold returned merchandise in trust for the Factor until any 

& SI. C, 719. BORROWED IVVESTKD CAPITAL. 
(a) Boaaowsn Car&Tar, . — The borrowed capital for any day of any taxable year shall be 

dct&rmiued as of the beginning of such &lay and shall be the sum of the fo)lo&ring: 
(1) The amount of the outstandin indehtedness (not including interest, and not in- 

clu&ling indehte&lncss descrihed in sec&ion 791(b) relating to certain exchanges) of the 
&:&v&c&!. & r which is evidenced by a l&on&i, uote, hill of exchauge, debenture, certilicate oi' in- 
dcl&tc&lness, mortgage or deed of trust, 
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amounts advanced thereon should be repaid. The parties stated the general terms 

of their arrangements as set forth in the margin. ' 
In accordance with the agreement the taxpayer assigned accounts receivable 

to Mills Factors Corp. and obtained money thereon from the Factor. These assign- 
ments were eftected by instruments separate from the agreement, refiected the 
specjfic accounts assigned, and were in the following form: 

"For value received, we hereby sell, assign, transfer and set over unto Mill 

Factors Corp. , its successors and assigns the accounts receivable indicated be- 

low and all of our right, title and interest in and to any merchandise therein 
described that may be returned to us and we hereby guarantee to said Mill Factors 
Corp. that such accounts are just and true, that no pavments ha, ve been made on 
account thereof, that there are no defenses, counterclaims or offsets thereto, that 
the terms of credit are as specified therein and that no pa. rt of these accounts. has 
been assigned, transferred or in any other manner encumbered, except as therein 
stated. This assignment is made pursuant to the agreement between us and 
Mill Factors Corp. dated 3/24/38. " 

At the end of each month a statement was submitted by the Factor to petitioner 
showing balance of the amount advanced by the I&'actor to petitioner. In its 
excess profits tax return, filed for the year 1941, the taxpayer computed its in- 
vested capital and included as part of its average borrowed invested capital 50 per- 
cent of its daily average outstanding indebtedness to Mills I&'a. ctors Corp. If 
the borrowed invested capital was "evidenced by a bond, note, bill of exchange, 
debenture, certificate of indebtedness, mortgage or deed of trust, " o *" as 
prescribed by section 719 (a) (1) of the Internal Revenue Act the amount inserted 
in the return was the correct amount to be credited under section 719(b), which 
reads as follows: 

"(b) RQRROWED INVEsTED CAPITAL. — The borrowed invested capital for any 
day of any taxable year shall be determined as of the beginning of such dav and 
shall be an amount equal to 50 per centum of the borrowed capital for such day. " 

The opinion of the Tax Court in denying the above credit clainxed by the tax- 
payer for borrowed invested capital set forth the taxpayer's contention that 
the agieement with the Factor and the various assignments of accounts receivable 
"were in effect and in reality, notes or bills of exchange within the meaning of 
the quoted section of the Internal Revenue Code, " and then merely added: 'With 
this contention we are unable to agree, " and cited their decisions in Jot&mal 
Pnblishtng Co. v. Commissioner, 3 T, C. 518; Wm. A. Higgins &f Co. , Ine. , v. Com- 
missioner, 4 T. C. 1033, ancl Flint iyoi toipn Theatre Co. v. Commissioner. 4 T. C. 
536, as authority for the result reached. 

We think that the decision interprets the credit allowable under section 719 
for borrowed invested capital too narrowly and was not required by the prior 
authorities on which it relied. 

It is clear that as soon as accounts were assigned and advances made thereon 
the agreement and assignments involved security transactions which in law 
constituted a mortgage. What legally is a mortgage is a matter of substance 
and not of mere form. This has long been the settled New York doctrine as is 
shown in the decisions in Sheridan v. tIcFee, 216 N. Y. 618, 620; Dt&nhatn v. White- 
1& cad, 21 N. Y. 131, 133; Leitch v. Holiister, 4 N. Y. 211, 216; cf. In re Bernard, &i Eats, Ine. , 38 Fed. (2d) 40 (C. C. A. 2). While the meaning of the term "mort- 
gage" in a tax statute like the one under consideration is ordinarily a matter for 
controlling determination by the United States courts, decisions of the State courts 
which define a comruercial terra in such common use as "mortgage" are a reason- 
able source of guidance. 

'First: Where terms of sale to customers shall erst have been approved by the Factor in writing. and the accounts receivable assigned to the Factor, oll as in this ogi'cement provided for, the Factor will purchase said accounts receivable subject to the terms and conditions bereinsfter set forth, at their net face value, less trade discounts and commis- sions. Brewster is to pay interest for oll additional time taken by its customers in the psvment of their bills, provided such interest is not paid by customer. Fourth: As collateral security for any and all sums which may now or hereafter be due 
not il 
from Brewster to the Factor. Brewster further ond hereby assigns to the Factor, c t as e below, all accounts receivable, bills receivable and other evidences of indebtedness 

, ex ep 
arisin from soles or crested in the course of Brewster's business, and Bre t h eby g to the Factor a lien thereon, and upon any ond all merchandise of Brewster, the 

rants ws er er 
sale of which has resulted in such accounts receivable. Bcewster agrees to execute any further form of assignment which may be required bv the Factor. The exception refers to ull export shipments and also soles made on terms of 10 dovs or less, which latter mav. at Brewster s option be eliminoisd from the terms of this agreement 

~ u e™ y 
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The effect of the interpretation given by the Tax Court to the term "mortgage" 
would be to subject factoring agreements to burdensome excess profits taxes. 
Factoring agreements are common enough but are frequently entered into by 
persons of only moderate financial strength v:ho cannot obtain the money they 
need from commercial banks and must borrow at higher cost from institutions 
having greater freedom in the risks they may take when mal-ing loans. We 
cannot suppose that it was the intention of Congress to subject security given 
under factoring agreements to a form of taxation vvhich would in effect dis- 
criminate against those arrangements in favor of secured bank loans, especially 
when borrowers from factors are a class frequently least able to bear tlie bur- 
den. The fact that the security was given in the form of outright assignu&cuts 
is quite unimportant when the transaction was in effect a mortgage. Imleed, 
article "fourth" of the agreement with AIills Factors Corp. assigns all accounts 
"as collateral security. " Article "ninth" and "fourteenth" moreover show that 
the accounts are collateral for loans and that the borrower is liable for any 
deficiency. ' We hold that indebtedness here was evidenced by instruments v. hich 
constituted a mortgage. It made no difference that. article "first" of tlie agree- 
ment provided that the Factor should "purchase said accounts subject to the 
terms and conditions hereinafter set forth, at their net face value, less trade 
discounts and commissions" for the advances were in fact loans and assigned 
accounts, were collateral security by the terms of the agreement and repayment 
of the advances was guaranteed by the borrovver. Efonze Bond Co. v. 3IoClzes&zey, 
239 U. S. 568. 

In Plint Xortozun Tlzeatre Co. v. Co&nmi&&sioner, 4 T. C. 536, it was held that 
certain advances made on open account were not borroived invested capital 
because they vvere not evidenced by any of the specific evidences of indebtedness 
enumerated in section 719(a) (1) of the Internal Revenue Code. No mortgage 
was involved. In 1&&zm. A. Iligrgins &f Co. , Inc. , v. Commissioner, 4 T. C. 10', it 
vvas held that when drafts were accepted under letters of credit the letters of 
credit ripened into an indebtedness to the extent of the acceptances and the 
acceptances would properly be included as bills of exchange in the computation 
of borroived invested capital. No mortgage was involved in the issues before 
the court in that ease, There apparentlv were trust receipts coverin foreign 
shipmenis but tliey were given after the acceptances and did not enter into the 
discussion by the Tax Court. Similarly in the case at bar when accounts are 
assigned and 90 percent was advanced thereon the agreement an&1 assigninent 
together constituted a "mortgage" of the accounts to se& ure the taxpayer's in- 
debtedness to the I'actor. In Jo«m&&1, Pzzi&lislzing Co. v. Conzznissioner, , '3 '1'. C. 518, 
it was held that an agreement to purchase certain assets and the good ivill of a 
publishing concern for $520, 000 was not a note and should not be included in 
the invested borrowed capital of the purchaser because the liability of the luiti r 
was contingent upon the performance of a counter obligation of the seller not 
to reenter the publisliing business during the contract period and ivas iheref&&re 
not a certain obligation to pav a fixed amount and accordingly was not the 
equivalent of a note. No mortga" e was involved. 

We cannot sce that any of the above decisions of the Tax Court indicate that 
the factoring arrangements in the case at bar were not equivalent to an indebt- 
edness evidenced by a mortgage. 

The order of the Tax Court is reversed and the proceeding remanded. 

s Vilnth: Bcewster assumes ail credit risks iu couuectiou ivith the sales macle by it here- 
imdsr. Brcwstcr shall pay to the Factor upon its request, or, at the option of the Factor, 
the same may bc &leducted from any amounts due oc to becoruc due on other accounts pre- 
viously or subscqucntiy assigned. tiic amount of any account which shall be disputed in 
whole or in part or wlierc the merchandise through the sale of which such assigned account 
has resulted or is represented to have resulted, is for any reason uot finally acccptcil b& the 
customer aud the aaiount of any account the debtor owiug ivhich shall fail or become 
insolvent, mal-e a general assignment, have a receiver appointed, or become a party to any 
proceeding in bankruptcy in which its adiudicatiou in baukr»ptcy is snucht, or fov:iu ex- 
tension of time to pay its debts pursuant to section 74 or 77 — b of the Baukruptcv Ac&, or, 
iu auy event, whore au assigned account shall bc more than 20 davs past &lue. pius the 
Factor's comn&issiou sud ail other charges incurred by it hereunder in connection there- 
with, aud thereupon the Factor &vill reassign such account to Br&&vstcr. 

Fourteenth: If at the termination of this agrees&cut there is any mouev owing to the 
Factor the same shall be paid hy Brc&vster, upon request, othcrwisc thc Factor may sell 
any collateral held by it at public sale, ivith 10 day s' uotice to Brewstcr. The uct proceeds 
thcrcof after deduct&on of ail costs of saic, commissions aud charges. including legal ox- 
peuscs, shall be applied to the indebtedness of Brcivster hereunder. Any surplus shall be 
turned over to Brewster, but if there be a dedcit, Brc&vstcr shall remain liable, At its 
o tiou, the Factor may, in lieu of selling auy or ail of tl&e accounts receivable, colksrt such 
oF the accounts as it uiay choose, charging to Breivstcr ail expenses of collection, including 
legal expenses, and apply the aet proceeds thereof to the indebtedness of Brewster to the 
Ii'actor hereunder. 
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EXCESS PROFITS TAX COUNCIL 
1949-14-18127 

E. P. C. 48 

Treatment of abnormalities attributable to extraordinary effect 

of preparation for the war and factors resulting from the outbreak 

of the yvar on September 1, 1989. 

1. The P Corporation was organized in 1926 to engage in the manu- 

facture of aircraft. Until 1084 its activities were principally research 

and development, sales being confined. to custom-built planes. Dur- 

ing 1084 it first o8'ered for general sale two types of aircraft — desig- 

nated XM and XC. XM was suitable for military use only. XC was 

adaptable to both military and commercial purposes. Through 1M8 
sales were confined to these two types, as modified and improved from 
time to time. Taxpayer had no foreign business prior to 1089. 

2. In April, 1980, the P Corporation entered into a contract with 

the government of a highly industrialized European nation calling for 
the speedy manufacture of 150 military aircraft of a type known as 

XM — 2. This plane was generally similar to XM but, in accordance 
with the national policy of the European nation involved, previously 
had been manufactured solely by producers native to that country. 
By a, second contract executed in November, 1989, the quantity was 
increased to 850 and. the taxpayer agreed to increase its capacity for 
production by acquiring additional facilities, the major part of the 
cost. of such facilities to be contributed by the foreign government. 
The additional facilities were completed and first put into use during 
1040. 

8. Sales of the taxpayer, in terms of units and types of aircraft sold 
from 1084 through 1989, were as follows: 

For military use 
For com- 

mercial use 
(xc) United States 

Government 
(xM) 

Foreign 
(XM — 2) 

Total 

1934 
1935 
1936 
1937 
1938 
1939 

1 
18 
32 
38 
51 
65 

6 
12 
15 
14 
35 
95 24 

7 
30 
47 
52 
86 

184 

4. Actual earnings per unit sold during the base period increased. 
with volume until by 1980 they approximated z dollars per plane for 
XM and XC. 1989 earnings for XM — 2 were 2z dollars per unit. For 
standard-issue purposes taxpayer's average base period net income is 
equal to its actual earnings for 1989 by reason of the application of the 
growth formula under the provisions of section 718 (f). 

5. The P Corporation filed applications for relief under section 722 
alleging that it had changed the character of its business immediately 
prior to and during the base period by ((5) introducing a new product, 
XC, during 1984; (b) introducing a new product, XM, during 1984; 
(c) entering the European export market during 1989 with a new 
product, XM — 2; and (d) committing itself during 1989 to change its 
capacity for production or operation through the acquisition of addi- 
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tional facilities. As a part of its claim, the taxpayer has determined its 
constructive level of earnings as of December 81, 1939, by assuming 
that each of the first three changes in character took place 9 years 
before they actually were made and by assuming that the increase in 
facilities was completed December 81, 1937. 

6. The record indicates that sales of aircraft by the P Corporation 
during the base period were affected by the following major influences: 

(a) the technological developments in the industry which re- 
sulted in permanently greater acceptance and utilization of air 
transportation in the normal economic life of the world; 

(b) the growing realization of the potentialities of aerial war- 
fare which resulted in an increase in the proportion of usual mili- 
tary expenditures allocated to aircraf't and related equipment, ; 

(c, ') the relatively permanent improvement in the P Corpora- 
tion's competitive position in its industry which permitted it to 
capture an increased proportion of the growing normal market 
for aircraft; and 

(d) the increasing international tension and warlike activity 
abroad which led to unusually large expenditures for military 
purposes attributable to preparation for the war as distinguished 
from ordinary expenditures incident to security force mainte- 
nance. 

7. The following statements were made by the Council in E. P. C. 6 
(C. 13. 1M6 — 9) 128): 

Thus, in establishing normal earnings, factors attributable to conditions in- 
duced by the war or preparations for the war will be considered abnormal to the 
extent, if any, that such factors were not typical, in character or degree, of the 
domestic economy during the base period. No factors resulting from the out- 
break of the war on September 1, 1030, will be regarded as normal. 

In making these statements the Council recognized: 
(a) that expenditures for a military establishment are neces- 

sary at all times to the national security of the government of any 
nation and that the ordinary cost of maintaining such establish- 
ments throughout the world is a factor which is typically reflected 
in our domestic economy; 

(b) that the war anticipated by the major powers was of such 
scope that preparation prior to actual hostilities extended over. a 
number of years preceding September, 1080, during which period 
expenditures for security purposes exceeded those orclinarily to be 
expected; 

(o) that, while our domestic economy during the base period was 
influenced by such preparation for the war, thi's factor, in the 
main, had no extraordinary effect on the earnings of the typical 
taxpa~yer ancl, hence, in the usual case is not considered to be an 
abnormality or to otherwise require adjustment; 

(d) that, on the other hand, in the case of certain taxpayers 
the unusually large preparatory expenditures resulted in abnor- 
mal profits identifiable as resulting from such preparatory ex- 
penditures and so substantial in amount as clearly to be improper 
elements for the purpose of establishing a standard of normal 
eal"ll1llgs [ and 

(e) ~that events or conditions resulting from the outbreak of 
the war on September 1, 1%0, are not proper elements to be in- 
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eluded in normal earnings whether relief is sought because of such 

events or conditions or upon other groun nds. 

8. In E. P. C. 18 (C. B. 1947 — 1, 88), the Council discussed abnormal 

variation fluctuation, and growth. Abnormal variation and fiuctua- 

tion were distinguished as follows: 

A variation in income, expense, or net earnings p of a articular character of 

magnitude will be norma (i. e. , uc b 1 ( . . "Quctuation") when it would ordinarily be ex- 

pected to occur within the base period or any equal interval, or abnormal (i. e. , 

"abnormal varia ion ) w en i 1 t' ") hen it would ordinarily be expected to occur if at all, 

only after intervals substantially longer than the base period. 

Growth was defined as "a relatively permanent increase, during the 

base period, in the level of the taxpayer's earnings" evidenced by 

changes such as the first three of the four factors listed in paragraph 6 

above. 
9. In applying these principles to a case such as the one presented 

here the taxpayer is entitled to a reconstruction of normal earnings 

that gives e8ect to the higher of- 
(e) taxpayer's actual level of earnings as of December 81, 1989, 

adjusted to compensate for abnormalities attribute. able to any ex- 

traordinary e8ect of preparation for the war and any factors 
resulting from the outbreak of the war on September 1, 1989; and 

(5) taxpayer's constructive level of earnings as of December 81, 
1989, determined by application of the push-back rule; which 

would not include among the assumptions made any extraordinary 
eGects of preparation for the war or any factors resulting from the 
outbreak of the war on September 1, 1989. 

10. With respect to type XC, it has been determined that there is 
involved no abnormality attributable to any extraordinary efFect of 
preparation for the war and no factor resulting from the outbreak of 
the war on September 1, 1989. The taxpayer's actual level of earnings 
as of December 81, 1989, has been determined to refiect production at 
the rate of 70 planes of this type a year. By applying the push-back 
rule and assuming that it had introduced XC during 1982 (i. e. , 2 

years before it actually did so), taxpayer has established its construc- 
tive level of earnings as of December 81, 1989, which includes 75 planes 
of this type a year. In making these determinations, the relatively 
permanent greater acceptance by the end of the base period of com- 
mercial air transportation and the accompanying more profitable 
market, enjoyed by producers of acceptable commercial planes are fac- 
tors which have been taken into account, along with the P Corpora- 
tion's growth within its industry. These are conditions which, sub- 
ject to general 'economic Ructuation during the base period, properly 
may be assumed to have existed during the entire base period. 

11. With respect to type XM, it has been determined. that there is 
involved some abnormality attributable to the extraordinary efFect of 
preparation for the war, but that there is no factor resulting from 
the outbreak of the war on September 1, 1989. Under these circum- 
stances, taxpayer's actual level of earnings as of December 81, 1989, 
has been adjusted to eliminate earnings resulting from this abnormal- 
ity. As adjusted, it includes 50 planes of this type. By applying the 
push-back rule and assuming that it had introduced XM in 1982 (i. e. , 
2 years before it actually did so), and that United States Government 
buying refiected no extraordinary efFect of preparation for the war, 
taxpayer has established its constructive level of earnings as o f Decem- 



ber 81, 1989, which includes 60 planes of this type. In making these 
determinations the relatively permanent greater acceptance by the end 
of the base period of the airplane as a usual and ordinary part of the 
peacetime security program is a factor which has been taken into 
account, , along with the P Corporation's growth within its industry. 
These circumstances also may be assumed to have existed during the 
entire base period. 

19. With respect to type XM — 9, it has been determined that the first 
contract is in its entirety attributable to the extraordinary effect of 
preparation for the war and that any constructive production under 
the second contract would be in its entirety the result of the outbreak 
of the war on September 1, 1989. Under these findings, the taxpayer's 
actual level of earnings as of December 81, 1080, requires adjustinent 
to eliminate entirely the effect of performance under the first contract, 
and the effect, if any, of preparation for performance under the second 
contract. Neither contract is a proper element to be inclucled in normal 
earnings, and neither can be niade. a subject for application of the 

ush-back rule. In short. , normal earnings for the taxpayer have been 
etermined under the assumption that these contracts did not exist. 
18. In light of the facts found, it has been determined that. the tax- 

payer's activities represent to such an extent abnormalities attributable 
to the extraordinary effect of' preparation for the war and factors i e- 
sulting from t. he outbreak of the war on September 1, 1080, that actual 
earnings for 1089 — the amount of average base period net income— 
exceed normal earnings. Whether activities of a taxpayer, in whole 
or in part, , represent abnormalities attributable to the extraordinary 
effect, of preparation for the war or factors resulting from the out- 
break of the war on September 1, 1989, are determinations wliich must 
be made in light of all the facts and for which no precise rules can be 
formulated. The determinations made in the three preceding para- 
graphs are not to be construed as setting any fixed pattern to be fol- 
lowed in cases involving these problems. Thus, it is not the position 
of the Council that all manufacturers of aircraft (or of military sup- 
plies, ships, machine tools, ansi other items comnionly associated with 
national security and preparedness programs) necessarily were ab- 
normally affected by preparation for tlie war or that all clefense 
orders fi'om forei«n governments, in whole or in part, , are not proper 
elements to be included in normal earnings. Neither is it intended to 
preclude the finding, in a proper case, that a taxpayer may have ab- 
normal income from domestic sales to private industry by reason of 
reduced competition arising from an extraordinary infiux of foreigii 
orders attributable to preparation for the war. 

HEivRv J. MzRitr, 
Chairman, Excess Profts Tax Counei't. 

JUNE PO, 1040. 

1949 — 25 — 18252 
E. P. C. 44 

Under the facts given, the Council holds that taxpaver is entitled 
to consideration under section 722; that taxpayer's method of aver- 
aging constructive base period earnings is not acceptable; and that 
the fair and just amount representing normal earnings is $02, S00. 
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1. The Q Corporation, which was organized in 1925 for the purpose 
of operating a summer resort hotel having a season extending from 

June 15 through September 15, filed application for relief under sec- 

tion 722 for the fiscal year ended September 80, 1942. It alleged as 

its sole ground that, its average base period net income is an inadequate 
standard of normal earnings because its base period operations were 
interrupted by a fire. Due to a change in accounting period; the tax 
payer's base period determined under section 713(b) is a period of 
57 months, commencing, January 1, 1936, and ending Septeniber 80, 
1940. The fire occurred during December, 1939, and caused the tax- 
payer to suffer a loss for the fiscal year ended September 80, 1940. 

2. The actual base period earnings of the Q Corporation were as 
follows: 

Dec. 31, 1936. . 
Dec. 31, 1937 
Sept. 307 1933 (9 months) 
Sept. 30, 1939 
Sept. 30, 1940 

Texeble year ended— 

$52, 100 
54, 600 
44, 500 
60, 000 

(13, 000) 

Index 
(1939 =100) 

$6. 9 
91. 0 
74. 1 

100. 0 

3. The taxpayer receives no gross income except during its 8-month 
season and deductions applicable to the nine ofF-season months are 
nominal. It is admitted that, for all practical purposes, the earnings 
for the 9-month period ended September 80, 1938, are equivalent to the 
earnings for a full year. An index of earnings compiled from data 
re)Sting to four competing hotels (using 1939 as 100) shows a clos'e 
correlation with an index derived from taxpayer's earnings for 1936, 
1937, 1938, and. 1939 seasons and indicates a relation to 180 for the 
1940 season. It is the taxpayer's contention that constructive earn- 
ings for its fiscal year 1940 should be at least $60, 000 (i. e. , 100 percent 
of fiscal year 1939) and possibly more, if it could satisfactorily elim- 
inate from the index of its four competitors the effect of its own in- 
ability to operate during the 1940 season. The taxpayer further 
contends that the resulting aggregate constructive base period earn- 
ings should be divided by 57 and the quotient multiplied by 12 to ob- 
tain its constructive average base period net income. 

4. This application for relief presents questions typical of those 
encountered in dealing with taxpayers having standard-issue base 
periods other than the four calendar years 1936 through 1989. Since 
such cases are numerous, it is considered advisable in this memorandum 
to discuss the problem somewhat generally, as well as in its relation 
to the particular facts presented by the claim of this taxpayer. 

5. The Q Corporation is entitled to consideration under section 722. 
The taxpayer's excess profits credit, computed without benefit of sec- 
tion 722, is based upon its average base period net income, which, in 
turn, is based upon the excess profits net income for each of the five 
taxable years in its standard-issue base period. The fire is an event, 
nnusual and peculiar in the Q Corporation's experience, which inter- 
rupted its operation during the standard-issue base period and which 
adversely affected excess profits net income for the fiscal year 1940. It may be admitted. for purposes of this discussion that the fire also 
adversely afFected average base period net income. 
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6. whether the taxpayer is entitled to relief under section 722 will 
depend upon whether its average base period net income is an inade- 
quate standard of normal earnings and, as stated in E. P. C. 16 (C. B. 
1947 — 1, 90), there is, in principle, no test for this other than a compari- 
son of average base period net income and constructive average base 
period net income. )Vith respect to the concept of constructive aver- 
qge base period net income, the following statement macle in E. P. C. 
85 (C. B. 1949 — 1, 184) should be kept in mind: 

v hile the grounds for qualification necessarily differ, the lneasure of 
relief applicable to all corporations entitled to consideration under section 722 
is the same. 

without going further, it can be decided that, regardless of the method 
by which normal earnings for the Q Corporation are to be determined, 
neither the actual earnings of the four competitors for the 1940 season 
nor the earnings the Q Corporation would have had for the 1940 season 
had there been no fire may be considered. 

7. It is the view of the Council that normal earnings need not in 
every case be determined by use of the standard-issue base period and 
that statements to the opposite effect appearing in the Bulletin on 
section 722 (e. g. , p. 147, 6. P. O. printing) are incorrect. To hold 
otherwise would, for example, be contrary to the purpose of section 
722(b) (8) and would immediately prejudice many taxpayers claim- 
ing relief under section 722(b) (2). Similarlyy E P C 4 (C B. 
1946 — 2, 122) specifically recognized possible injustice in cases involv- 
ing standard-issue base periods containing more or less than 48 n1onths 
coupled with marked seasonal variation in income. ' Conversely, it 
is believed that no undue advantage should accrue to any taxpayer 
because of a standard-issue base period other than the four calendar 
years 1036 through 1989. In all cases, however, the post-1089 prohi- 
bition set forth in the last sentence of section 722 (a) must. be observed 
and this ruling is not to be construed as modifying E. P. C. 9 (C. B. 
1047-1„76). ' 

8. I» the instant case, the taxpayer has a sta»dard-issue base period 
containing 57 months. It experiences extreme seasonal variation in 
income, in that only 8 months in ea. ch calendar year are of any practical 
sig»ificance. Also, each taxable year in its standard-issue base period. 
contains one complete season, so that if reconstruction were based 
upon the 57-month period, a fair and just amount representing norlnal 
earnings — on an annual basis — would be 20 percent of the aggl egate 
earnings for the five seasons involved. By contending for a construc- 
tive average base period net income equal to twelve fifty-sevenths (or 21 
percent) of the aggregate constructive earnings for the five seasons, the 
taxpayer is asking four the equivalent of 105 percent of the amount to 
which it would be entitled. Its method. of averaging cannot, therefore, 
be approved. 

0. In view of the express prohibition against the use of post-1089 
data in determining normal earnings, a determination of constructive 

r ln that ruling the Council stn(ed thnt a fair nnd just amount representin normal 
earnings could not be determined (even though neither section 722(b) (2) nor 722(b) (3) 
was involved) without, in e)feet, employing a period of time other than the taspnyer's 
standard-issue base period. 

'The tnspoyer cited in E. E'. C. 0 [C. I). 1947 — 1, 76] claimed relief because of a post- 
1930 change in the character of its bnsiness. The reconstruction it Sou ht could not be 
mnde unless such post-1080 events or conditions were regarded an&1 also required the 
nssuniption thnt such events or conditions had existed throughout the base period. 

SGS972' — 60 — 7 



$ 405. 101, Regs. 116. ]' 90 

average base period net income made by employing a base period 
ending December 31, 1939, is, as a matter of principle, considered 
preferable in any case. (See, for example, E. P. C. 28t C. B. 1947-2, 
1M. ) The regulations, however, provide for reconstructions usillg 
stanclard-issue base periods endin~g after December 31, 1939, ' and ex 
perience has demonstrated that this has practical advantage~s, in that 
it avoids accounting diKculties, while at the same time it generally 
achieves substantial justice. Nevertheless, it does not follow that a 
standard-issue base period containing more or less than 48 months, or 
one encling after December 31, 1939, is proper where it results in undue 
advantage or disadvantage to the taxpayer. 

10. Applying the foregoing to this case, the Council believes that 
there is nothing in the statement of facts inconsistent with holding the 
fair and just amount representing normal earnings to be equal to 
one-fourth of the aggregate earnings for the first four taxable years 
of the Q Corporation's standard-issue base period (i. e. , $52, 800), 
The Council cannot agree that the taxpayer is entitled to weight the 
average by including a fifth season equal to or better than 1939, 

HENRY J. MERRY& 
Chairman, Ezceg8 Profits Tax Coun'. 

NOVEMEER 22, 1949. 

CHAPTER 9. — EMPLOYMENT TAXES 

SUBCHAPTER A — EMPLOYMENT BY OTHERS THAN CARRIERS 
PART III. — GENERAL PROVISIONS 

SECTION 1420. — COLLECTION AND PAYMENT 
OI~' TAXES 

SEcTIQN 405. 606, REGULATION s 116: Use of 
Eederal Pseserve banks and authorized com- 
mercial banks in connection with payment of 
taxes with respect to wages paid on or after 
January 1, 1950. 

(Also Sections 405. 107 and 405. 605, Regulations 
116. ) 

INTERNAL REVENUE CODE 

Regulations 116 amended. (See T. D. 5760, page 123. ) 

SUBCHAPTER D. — COLLECTION OE INCOME TAX AT SOURCE 
ON WAGES 

SECTION 1621(a) . — DEFINITIONS: WAGES 
SzcTIoN 405. 101, REGULATIONS 116: Wages. 1949 — 22 — 1M17 

I. T. 8976 
INTERNAL REVENUE CODE 

The active service pay and the retirement pay of chaplains in the 
military or naval forces of the United States are subject to withhold- 

s Sub ara ra h Subparagraph (10), section 30. 722 — 2(b), Regulations 100, and subparagraph (10) sec- tion 3o. 722 — 2(b), lteg (lations 112. paragrap, „see- 
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ing of income tax at the source on wages under section 1622 of the 
Internal Revenue Code. 

Advice is requested whether retirement pay oi a retired naval chap- 
lain is subject to withholding of Federal income tax at the source on 
wages. 

The underlying question is whether, for purposes of withholding 
Federal income tax at the source on wages, a chaplain in the United 
States Navy should be considered a naval oflicer or a minister of the 
gospel. Withholding of Federal income tax from the chaplain's pay 
is required if the chaplain is to be considered a naval officer. With- 
holding is not required if the chaplain is to be considered a minister 
of' the gospel, since section 1621(a) (9) of the Internal Revenue Code 
specifically excepts from the term "wages, " subject, to withholding, 
remunerai. ion paid "for services performed as a minister of' the 
gospel. " 

The taxability of pay and allowances of Army and Navy chaplains 
was considered in I. T. 2760 (C. B, XIII — 1, 85 (1934) ), in which it 
was stated in part as follows: 

A clraplain in the Army or Navy is a commissioned oflicer, and the taxpayer's 
military rank, rather than his calling as a minister, determines his remuneration 
and emoluments. In other words, the pay and allowances are received by reason 
of his status as a commissioned ofhcer in the United States Army or Navy and 
not by reason of his calling or vocation. 

The above-quoted statement, is applicable to the instant case. It is 
a well-ltnown fact, that not all officers in the military and naval forces 
are conlbatants. Some nre members of recognized professions, such 
as lawyers, physicians, engineers, ministers of the gospel, etc. The 
fact, that such an officer in private life may be a member of a profession 
does not take precedence over, nor supersede, his status as an officer in 
the military or naval forces. On the contrary, his professional status 
is merged into his status as a member of the military or naval forces. 
Consequently, his remuneration, both before and after retirement, as 
an officer or member of such forces is subject to withholding to the 
extent provided by the Internal R"venue Code. In I. T. 2063 (C. B. 
XV — 1, 85 (1M6) ), the following statement was made: 

Retirement allowances paid tn officers retired from active service in the 
Regular A. rmy, Navy, or Klni ine Corps are regarded as compensation for services 
previously rendered and for awaiting orders to active service whenever the con- 
tingen«y may arise. An officer who is retired from active service is still in the 
military service of the United States. 

Wages i epresenting retired pay for service in the military or naval 
forces of the United States are subject to withholding unless the indi- 
vidual receiving such pay has been retired because of personal injuries 
or siclrness resulting from active service with such forces. (See sec- 
tion 405. 101(b), Regulations 116. ) 

In view of the foregoing, it is held that the active service pay and the 
retirement pay of chapl~ains in the military or naval forces of the 
United States are subject to withholding of Federal income tax at the 
source on wages under section 1622 of the Internal Revenue Code. It 
follows. with respect. to the specific inquiry presented, tlrat the retire- 
ment pay of a retired naval cliaplain is subject to such withholding. 
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SEOTIGN 405. 101, REGULATIGNS 116: Wages. 
(Also Section 22 (b) . ) 

1949 — 28-18222 
I. T. 8977 

INTERNAL REvENEE CODE 

Amounts designated as wages, paid to seamen v ho are disabled in 

the service of their ships, constitute payments for services rendered 
and are subject to withholding of income tax at the source under 
section 1022 of the Internal Revenue Code. 

Maintenance and cure (care), including cash payments, provided 
for such disabled seamen constitute damages received on account of 
injuries or sickness and are excludible from gross income under sec- 

tion 22(b) (5) of the Internal Iterenue Code. Accordingly, they are 
not subject to withholding of income tax. at the source under section 
1022 of the Code, 

Aclvice is requested whether (1) payments made to seamen while 

they are absent from duty due to injury or sickness incurred in the 
service of their ships, and (2) maintenance and cure (care), including 
cash payments in lieu thereof, provided for such disabled seamen are 

subject to withholding of income tax at th'e source on wages under 
section 1622 of the Internal Revenue Cocle. 

Early in the development of admiralty law, the right of a seaman 
who is disabled in the service of his ship to recover from the ship an(l 

her owner or operator for wages. and for nIaintenance and cure (care) 
divas established. The obligation of the shipowner or operator to pay 
~ages is limitecl in duration to the end of the voyage or, if the seaman 
recovers before then, until he is well and able to fInd suitable employ- 
ment. On the other hand, the obligation of the owner or operator to 

supply maintenance and cure generally lasts so long as the seaman 
has need for them. 

Seanlen employed on a vessel registered under the maritime laws of 
the United States are entitled, upon becoming disabled, to food, lodg- 
ing, and treatment, without charge, at hospitals of the United States 
Public Health Service. If the facilities of such a hospital are avail- 
able, a disabled seaman usually receives treatment there. If such 
facilities are not available, or if the seaman is not sent to a United 
States Public Health Service hospital but, instead, is sent to a private 
hospital, the charges for his food, lodging, and medical care must be 
paid by the shipowner or operator. 

Section 1621(a) of the Internal Revenue Code provides generally 
that the term "wages" means all remuneration for services performed 
by an employee for his employer, including the cash value of all re- 
muneration paid in any medium other than cash, with certain excep- 
tions not here material. Section 1622(a) of the Code provides gen- 
erally that every employer making payment of wages shall deduct 
and Ivithhold a tax upon such wa~ges. However, amounts received 
as damages on account of injuries or sickness do not constitute wages 
and are excluded from gross income, for Federal income tax purposes~ 
by the provisions of section 22 (b) (5) of the Code. 

It is heM that amounts designated as wages, paid to seamen who are 
disabled in the service of their ships, constitute. payments for services 
rendered and. are subject to withholding of income tax at the source 
under section 1622 of the Internal Revenue Code. It is also held tha& 
maintenance and cure (care) provided for such disabled seamen, either 
by means of hospitalization or cash payments, consHtute damages 
received on account of injuries or sickness and. are excludible from 
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gross income under section 22 (b) (5) of the Code. They are, therefore, 
not subject to withholding of income tax at the source under section 
1622 of the Code. 

SECTION 405. 101, REGIJLATIONS 116: Wages. 

INTERNAL REVENUE CODE 

Cash allowance received by Columbus, Ohio, police OKcers for pur- 
chase and maintenance of uniforms. (See I. T. 3978, page 24. ) 

SECTION 1625. — RECEIPTS 
SEGTIQN 405. 501, REGUI, ArIoNs 116: Receipts for 1949 — 19 — 13178 

tax withheld at source on wages. Circular 2131 
&'orm W — 2, Withholding Statement for 1950. — Rules for repro- 

duction. 

TREASURY DEPARTMENT) 
OEEIOE OZ COMMISSIONER OZ INTERNAL REVENUE) 

Washington 88, D, C. , August 88, 18)o. 
Collectors of 1nternal Eevenue and Others Concerned: 

1. Forin W — 2 for 1950 has been approved. It may be reproduced, 
but its reproduction must have OKcial approval. Requests for such 
approval must, be addressed to the Commissioner of Internal Revenue, 
Attention: A«C: Col: 0, Washington 25, D. C. , and must include the 
proposed form of the reproduction and a sample of the paper to be 
used. The following specifications must be met: 

(a) Color and quality of paper: The forms must be printed on buG 
paper of substantially the same weight and texture, and of quality as 
good as that used by the Government. The use of wax-coated paper 
will not be permit, ted. 

(b) I'ypography: The reproduction must be printed in black ink, 
using type not smaller than the corresponding type on the ONcial form 
and, as nearly as possible, of the same font. A limited rearra»gement 
of the face of the form will be perl»itted, but the space for the natne 
of thc employee must be above that used for i. he name of the elnployer. 

(c) Data to lIe shovIn on 1&"arm IV — 8: Reproducecl Forms W — 2 must 
be designcil so as to provide for entry by e»Iployers of the same data 
as to w;Iges pIIicl and tax withheld as required by the ollIcial form. A 
separate showing of the tax Ivithheld from the employee u»cler the 
FedeIal Insurance Contributions Act, which may be abbreviated as 
F. I. C. A. , will be permitted if clearl~y indic;Ited as such. IIowever, 
only one;II»ou»t of Ivages may be shown, the gross wages before any 
payroll clecluctions of any nature have been macle. Perinission will 
not be granted for reproductions which would permit employers to 
show, on the original and triplicate copies, any payroll decluctions 
other th;In those indicated herein. There is no objection to the attach- 
ment;, to the duplicate portion of the form only, of a stub or extension 
to provide additional infornIation not authorized for reproduction on 
the form itself'. 

(d) Additional copies similar to Form W-2b may be reprodriced for 
the use of employers. It, will be permissible to prepare forms, as 
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carbon impressions of Form W — 2, for use in connection with taxes 
other than Federal income tax, provided such forms bear no mention 

of the Internal Revenue Service or the United States Treasury Depart- 
ment. These forms or additional copies must not be placed ahead of 
Form W — 2a in the assembly. Forms for delivery to State or local 
taxing authorities should be clearly labeled to indicate the purpose for 
which they are intended and should not bear any part of the designa- 
tion Fol'nl W — 2. 

(e) Dimensions: The oflicial size of the f'orm is 7s/s inches wide by 
81/4 inches in depth, but the depth may vary from 81/4 to 3s/4 inches and 

the width from 7s/s inches to 8 inches. 
(f) Carbonized forms or "spot carbons" are not permissible. In- 

terleaved carbon, if used, must be of good quality to preclude 
smudgmg. 

(g) The Government Printing Once symbol must be omitted from 
reproduced forms. 

(h) Authorized reproduction: An approved form must bear the 
notation "App. B. I. R. " and the elate of its approval in small type on 
the bottom margin, left-hand side of the face of both the original and 
the collector's copy, Form W — 2a. 

2. A facsimile of Form W — 2 for 1950 is attached for your informa- 
tion and the information of those who wish to reproduce the form. 
This facsi1nile should be made available to any employers or printers 
in your district who wish to reproduce the form. 

3. Correspondence relative to the contents of this circular should 
refer to its number and to the symbols AAC: Col. 

Gzo. J. SonozNEMAN, 
Commissi oner. 

FAGS MIRE 0 FORM % — 2, OR 1950 

The text, of Form W — 2 for 1950 is reproduced herewith. The form 
will be printed on bu6 paper of 16-pound commercial weight and will 
otherwise be arranged and folded similar to the earlier forms. Re- 
quests for approval to reproduce this form must be addressed to the 
Commissioner of Internal Revenue, Attention: AkC: Col. , Washing- 
ton 25, D. C. 

The pages of the form are reproduced in this facsimile in the fol- 
lowing order: Front page, original copy; back page, original copy; 
front page, emplovee's copy; front page, collector's copy; and front 
page, employer's copy. 
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SEGTIoN 405. 501, RECULATIONs 116: Receipts for 
tax withheld at source on wages. 

INTERNAL REVENUE CODE 

Former Federal Government employee reemployed by Government 
during year of separation. (See I. T. 8969, page 18. ) 

CHAPTER 25. — FIREARMS 

SUBCHAPTER A. — PISTOLS AND REVOLVERS 

SECTION 2701. — RETURNS 

SEGTIQN 405 601' REGULATICNs 116: Return and 
payment of income tax withheld on wages. 

INTERNAL REVKiNUE CODE 

Regulations 116 amended. (See T. D. 5759, page 119. ) 

CHAPTER 36. — Col I ECTION 

SUBCHAPTER F. — CLOSING AGREEMENTS AND COMPROMISES 

SECTION 8760. — Cl OSING A. GREEMENTS 

1949 — 24 — 18240 
iQim. 6888 

Closing agreements under section 3760 of the Internal Revenue 
Code. 

TREASURY' DEPARTMENT) 
OFFICE OF COMMISSIONER OF INTERiNAL REVENUE) 

Washing ton 85, D. C. , Anarch 81, 19/P. 
Collectors of Internal Revenue, Internal Pevenue Agents in Charge, 

Ot'Icers and Employees of the Bureau of Internal Pieuenue, amd 
Others Concernecl: 
1. Section 8760 of the Internal Revenue Code authorizes the Coin- 

Inissioner (or any oflicer or employee of the Bureau of Internal 
Revenue, including the field service, authorized in writing by the Com- 
missione~r) to enter into an a. greement in writing with any person 
relating to the liability of such person (or of the person or estate 
for whom he acts) in respect of any internal revenue tax for any tax- 
able period, The section further provides that if the agreement is 
approved by the Secretary, the Under Secretary, or an A. ssistant Sec- 
retary, within such time as may be stated in the agreement, or later 
agreed to, the agreement, will be final and conclusive, and, except upon 
a sho~ing of fraud or malfeasance, or misrepresentation of a material 
fact, (1) the case shall not be reopened as to matters agreed upon or 
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the agreement modified, by any ofhcer, employee, or agent of the Iinited 
States, and (9) in any suit, action, or proceeding, the agreement, or any 
determination, assessment, collection, payment, abatement, refund, or 
credit made in accordance therewith, shall not be annulled, modified, 
set aside, or disregarded. 

9. Closing agreements under section 8760 of the 1nternal Revenue 
Code may relate to any taxable period ending prior or subsequent to 
the date of the agreement. With respect to taxable periods ending 
prior to the date of the agreement, the matter agreed upoii may relate 
to the total tax liability of the taxpayer (Form 866) or it may relate 
to one or more separate items affecting the tax liability of the tax- 
payer (Form 906), as, for example, the amount of gross income, de- 
ductions for losses, depreciation or depletion, or the year for which 
an item of income is to be included in gross income or the year for 
which an item of loss is to be deducted, or the value of property on a 
specified date. A closing agreement, may also be entered into in order 
to provide a "determination under the income tax laws" as defined in 
section 8801 of the Code and for the purpose of allowing a deficiency 
dividend credit under section 506 of the Code. With respect to tax- 
able periods ending subsequent to the date of the agreement on Forin 
906, the matter agreed upon may relate only to one or more separate 
items affecting the tax liability of the taxpayer. The following, 
ainong others, are examples of the latter type of closing agreement: 
(1) A taxpayer may sell a portion of his holclings in a particular 
stock. A. closing agreement, on Form 906 may be entered. into fixing 
the cost, or other legal factor determining the basis for computing 
gain or loss on such sale, and, at the same time, fixing the cost or other 
legal factor determining the basis (unless or until the statute is 
changed to require the use of some other factor to determine basis) of 
the remaining portion of the stock still held by the taxpayer upon 
which gain or loss will be computed v hen the taxpayer sells such stock 
in a later year; (9) if the taxpayer is undecided whether to sell prop- 
erty or hold it, or as to the price at which to sell it, a closing agreement 
may be entered into determining the market value of the property as 
of March 1, 1918, for future taxable periods, prior to the consum- 
mation of the sale by the taxpayer. Closing agreements may be ex- 
ecuted even though under the agreement the t~axpayer is not liable 
for any tax for the period to which the agreement relates. There 
may be a series of agreements relating to the tax liability for a single 
period. 

8. A closing agreement, will be entered into and submitted for the 
approval of the Secretary of the Treasury, the Under Secretary, or 
an Assistant Secretary, in any case in which (1) there appears to be an 
advantage in having the case permanently and conclusively closed, 
such as where, in the settlement of' disputed issues, the taxpayer and 
the Government have made mutual concessions, or (9) where good and 
sufhcient reasons are shoivn by the taxpayer for desiring a closing 
a«reement and it is shown that the Government will sustain no dis- 
a)vantage through consummation of such an agreement, examples 
of which are: 

(a) Estates where the fiduciary desires a closing agreement in 
order that he may be discharged by the court; 

(b) Trusts, or receivershi~ps& where the fiduciary desires a final 
determination before distribution is made; 
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(c) Corporations in process of liquidation or dissolution ii hich 

desire closing agreements in order to wind up their affairs; 

(d) Cases wliere, in connection with the taxpayer's financial 

affairs, creditors demand authentic evidence of the status of the 

taxpayer's tax liability; 
(e) Cases where t, ;ixpayers desire to follow the consistent 

practice of closing their returns from year to year; 
or (8) such action has been determined appropriate under the pro 
visions of section 506 or section 8801 of the Code, or (4) properly ex- 

ecuted amended returns have been filed by taxpayers, after the expira- 
tion of the period in which assessments might have been made and 

where no fraud was involved, if the barred deficiency ainounts to $500, 
or more, and payment has been made. No application for a closing 
agreement will be rejected solely because there is no apparent advantage 

to the Government. 
4. An agreement as to final deteITnination of tax liability (Form 

866) may be entered into only after two conditions have been fulfilled; 

(a) The taxable period for which the agreement is desired 
must have ended; and 

(5) The tax liability for the taxable period must have beer& 

determined. 
In any case ~here an agreement of this character is in order, the 
amount of tax liability for eacli period shown in the agreement niust 
represent. the total tax liability determined for each per~iod (exclusive 
of any penalty or interest applicable thereto). If, however, in any 
case it is in the interest of the (yovernment that the closing agreement 
should be inclusive of ad valorem penalties which have been incurred, 
the second paragraph of Form 866 will be modified by striking out the 
words "penalty or, " and the tax and penalty will be described in the 
agreement consistent. with the following example: 

Period Character of tas 
Title number and rev- 

enue act or chapter 
number and subchap- 
ter letter of I. R. C, 

Amount 
of tar 

Fiscal year ended Apr. 30, 1939 

Fiscal year ended Apr. 30, 1940 

Income. 
50 percent penaity 
Iuco me 

50 percent penUty 

I, 1933 Act 
1B, I. R. C 
1C, I. R. C 

( 
$2, 000 

1, 000 
1, 500 

750 

47hen the agreement is so modified, the form must be typed in dupli- 
cate, and the paper used for both the original and duplicate must be 
of weight at least equal to that used for the printed form. 

5. In cases in which it is proposed to close conclusively the total tax 
liability for a taxable period ended prior to the date of the agree- 
ment, , Form 866, Agreement as to Final Determination of Tax Lia- 
bility, will be used. In cases in wliich the taxpayer and the Commis- 
sioner have concurred in the disposition of one or more issues and a 
closing agreement is considered necessa, ry to insure consistent treat- 
ment of such issues in any other taxable period, Form 906, Closing 
Agreement as to Final Determination Covering Specific Matters, 
will be used. 

6. In any case in which a taxpayer desires to submit a closing agree- 
nient (eitlier on Forin 866 or I orm 906) and a Form 870 ao'reement ~r 
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conditioned upon the approval of the final closing agreement, there 
should be inserted in the Form 870 a paragraph providing that the 
waiver of restrictions on assessment and collection contained therein 
is subject to the approval of the closing agreement, and that if the 
agreement is not approved under section 3760 of the Code, the waiver 
shall be inefi'ective. 

7. Where the statutory period of limitation on assessment oi' tax (if 
any) for a period covered by the closing agreement will expire on or 
before the last date upon which the Secretary of the Treasury, the 
Under Secretary, or an Assistant Secretary, may approve the closing 
agreement, or will expire within 80 days after that date, the taxpayer 
should be advised that the closing agreement will not be submitted for 
approval unless a consent (Form 872) is signed extending the period 
of limitation for assessment to a date at least, 90 days subsequent to the 
latest, day upon which the agreement may be approved. 

8. In the preparation of an agreement. on Form 866 or Form 906, 
the following matters should be carefully observed: 

(a) 'I'he agreement must be executed in duplicate. 
(b) The original and duplicate of' the agreement must be 

iclent, ical. 

g 
c) The agreement may rela. te to one or more years. 
d) The a~greement must be iree i'rom erasures or corrections 

of any kind. 
(e) The entire tax liability determined must be stated in the 

Form 866 and such liability must be segregated as to taxable 
periods and character of taxes, together with the title number and 
revenue act or chapter number and subchapter letter of the In- 
ternal Revenue Code under which each tax covered. was imposed. 

(f) The first "Whereas' clause in the Form 906 must contain 
an accurate and concise statement of the determination made, 
preceded by the premise forming the basis of such determination. 

(g) Terms descriptive of the specific Federal tax or taxes will 
be used in the agreement, Form 906, e. g. , "I"ederal income tax, " or 
in appropriate circumstances, "Federal income and excess pr~ofits 

taxes, " etc. 
9. The followi»g requirements with respect to the signatures on 

closing agreements shall be adhered to: 
(a) The agreement form for an individual taxpayer must be 

dated and sig»ed by the taxpayer, or by his legally authorized 
representative, v, hose credentials, showing his authority to act on 
behalf oi' the taxpayer in the matter of signi»g the agreeinent, 
have been submitted. Any agreement with respect to a year for 
which a joint income tax return was filed by a husband and wife 
must, be signed by both spouses, except that, one spouse may si«n 
as agent. i' or the other, provided an authenticated copy of the 
document specifically authorizing such agent to act in that capac- 
ity has been submitted. 

(5) The a«reement form for a corporation must be dated and 
signed with the corporate name, followed by the signature and 
title of an officer (or oKcers) authorized by the board of directors 
to execute an agreement, of this character on behalf of the cor- 
poration (in addition to which the corpor ate seal must be aKxed) 
and must be accompanied by a certified copy of the resolution 
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adopted by such boarcl, authorizing the ofFicer (or o@cers) signing 
the agreenient to act in the niatter~of closing the tax liability (or 
matters a8ecting the liability) of the corporation. In those 
instances where the corporation involved is in process o dis- 
solution, the corporate name will be followed by the signature 
and title of the person (or persons) authorized by the board of 
directors to act in the matter of winding up the corporation's 
a8airs and the form will be iccompanied by a certified copy of 
the resohition adopted by the board of directors naming and 
authorizing the person (or persons) acting as trustee or agent in 
dissolution to wind up the a8airs of the corporation. It will also 
be shown that the authority granted remains in full force and 
e8ect. In any instance, hov ever, where the corporation has been 
dissolved and the period during which any agent or trustee niight 
have. acted on hehalf of the corporation has elapsed, the agree- 
ment form will be dated and signed by individuals representing 
a majority of the voting stock of the corporation at the date of 
dissolution and will be accompanied by an affidavit showing the 
total number of shares of stock outstanding and the number held 
by each indiviclual at, that date. 

(c) The agreement forni for an estate, trust, minor, incom- 
petent, insolvent corporation, etc. , must be dated and signed with 
the name of the taxpayer, followed by the signature and title of 
each fiduciary (unless it is definitely shown that less than all may 
act in the matter) and must be accompanied by documentary evi- 
dence showing the appointment of the fiduciaries and indicating 
that their authority to act on behalf of the taxpayer remains in 
full force and e8ect, 

10. AVhen it has been deterniined that a closing agreement will be 
recommended, the "receiving officer" in the ofiice i'n which the pro- 
posed agreement, originated will cause to be prepared, for the signa- 
ture of the Deputy Commissioner, a supporting memorandmn in the 
form shown in the following Exhibit A or E. . liibit B. The original 
and two carbon copies (and an additional copy for each return 
covered) of that memorandum will accompany the agreement which 
it supports. In the discussion of the major issues changed or major 
items unchanged (Form 866) and witli respect to the specific matter 
involved (Form 906), tlie supporting memorandum must clearly set 
forth in detail the facts connected therewith, and must show the 
reason, or reasons, why an agreement of this character should be 
accepted. Terms descriptive of the specific Federal tax or taxes will 
be used in the memorandum, e. g. , "Federal income tax" or, in appro- 
priate circumstances, "Federal income and excess profits taxes, " etc. 
Any statutes, regulations, decisions, etc. , reliecl upon will be cited and 
their applicability established. Any other relevan. t circumstances 
which may aid the Secretary of the Treasury, the Under Secretary, cr an Assistant Secretary, in the exercise of independent judgment in 
the matter will be shown. The "receiving officer" in the office in wllich 
the proposed agreement originated will initial the original of the sup- 
porting meinoranduin in the lower left corner and indicate his recom- 
inenclation for the acceptance of the proposed agreement in the space 
provided on the back of the original of the Form 866 or Form 906. 
The "reviewing o8icer" in the office in which the proposed agreement 
originated will initial tlie original of the supporting memorandum 
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in the lower left corner and indicate his approval of the proposed 
agreement in the space provifled on the back of' the original of the 
form. The administrative file, including the proposed agreement, 
original supporting memorandum and the copies thereof, and the 
necessary documentary evidence in support of the agreement will, in 
the case of closing agreements prepared in ofFlces of collectors or in- 
ternal revenue agents in charge, be forwarded to the Bureau in Wash- 
ington, for the attention of the appropriate Audit RcvieIv Division, 
for post review and transmittal through the proper channels to the 
Final Agreement Subsection& Proving Section, for recording ancl con- 
trol and other necessary action leading to the consurnmatron of the 
agreement. 

11. After approval of a closing agreement afFecting or relating to 
fax liability for a period ending subsequent to the date of the agree- 
ment, , the appropriate field division should be fully advised as to the 
basis of the agreement in order that through maintenance of proper 
records, the Government may be insured against loss through failure to 
give eRect to all the terms thereof in the determination of taxes for 
periods ending subsequent to the date of the agreement. 

12. This mimeograph supersedes Mimeographs 8652 (C. B. VII — 2, 
79 (1928) ), 6670 (unpublished), 8697 (C. B. VIII — 1, 118 (1929) ), $711(CB ~ VIII'11122(1929))18728(CB VIII 1t 124(1929))s 
8769 (C. B. VIII — 1, 126 (1929) ), 4149 (C. B. XIII — 1, 162 (1964) ), 
and 4821 (C. B. 1N8 — 2, 254), and any other prior instructions in con- 
flict, with the provisions of this mimeograph to the extent of such 
conflict. 

18. Communications f rom collectors regarding the instructions 
herein contained should be addressed for the attention of AXC: Col. 
Communications from internal revenue agents in charge should be 
addressed for the attention of IT: I&'. 

GEo. J. ScIIozixrxIAN, 
Commissiorter. 

EXHIBIT 

Form of memoranduru for Form 866 
Symbols 

MEMORANDUM To AccoMPANY AGREExlENT UNDER SEcrroN 6760 oF TIIE INTERNAL 
REvENUE Cons IN THE CASE or (NAME or TAxPAYER) % ITII REsPEcT To (( HA'R- 
AorER or TAx) TAxEs FQR THE (TAEABLE PERIoD) 

Character of tax Period Total tax 
liability 

Income 
Excess prottts- 
Income 
Income 

Calendar year 19 
Calendar year 19 
Ian. 1, 19 i, o Mar, , 19 
Fiscal year ended Mar. , 19 

IN GENERAL 

The opening paragraph will contain a statement with respect to the execution 
of the agreeluent and the basis upon which it was submitted. If the a reement 
is signetl by other than the taxpayer, the authority for such signature will be 
given. The opening paragraph should read substantially as follotvs: 

86s972' — 50 — s 
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A closing agreement under section 3760 of the Internal Revenue Code has been 

signed for the (taxable period) by ((1) the above-named taxpayer, if an indi- 

vidual; (2) duly authorized officers, stockholders, or receiver of the above-named 

corporation, if a corporation; (3) executors, administrators, or trustees, if an 

estate or trust, mentioning the court or other authority). The agreement was 

submitted as a result of the taxpayer's acceptance of the tax liability which 

was computed by an internal revenue agent (or deputy collector). 

RETERN S 

The opening statement under this heading will contain a description of the 

taxpayer's business and any relevant facts connected therewith. A schedule vvifi 

be set up under this heading showing, as sei: forth in the return, all items of gross 

income, all deductions, and tax liability for each year. If items of capital gain or 

loss or "other income" and "other deductions" are shown in the return, an ex- 

planation of the computation and composition of these items should be set forth. 

FIELD EXAMINATION OF TAX 

A statement under this heading will reveal, in tabular form, any and all ad. 
justments to income proposed in any report of field examination. Any further 

adjustments made upon final review of the case will also be set up in tabular form, 

That infoinnation will be with regard to amounts only, the issue involving the 

changes will be explained or supported under subsequent headings, and should 

read practically as follows: 
An examination of the taxliayer's books and records was inade by an internal 

revenue agent (or deputy collector) in connection with the returns filed. This 
examination disclosed an increase (or decrease) in net income of $ 
with resulting deficiency (or overassessment) of $ based upon the 

following adjustments; 

i%et income as shown on the return $ 

Additions: 
1 
2 
3 

Total additions 
Deductions: 

1 
2 
3 

Total deductions 

Net incoine as adjusted by internal revenue agent (or deputy 
collector ) 

The taxpayer accepted these adjustments, and thc deficiency was assessed (or 
an overassessment was disclosed). The minor and major issues resulting in the. 
above deficiency (or overassessment) are hereinafter discussed. 

MINOR ISSL&ES 

The statement under this heading will contain a general discussion of the 
less important issues in the case. Such statement may be brief provided it is 
sufficient to indicate the propriety of such adjustments. 

MAJOR ISSDES 

Under this heading, a detailed discussion will be made of all major issues, 
listed in numerical order. Any law, regulations, decisions, etc. , relied upon will 
be cited and their applicability established. Any other relevant circumstances 
which miiy aid the Secretary of the Treasury, the Under Secretary, or an Assist- 
ant Secretary, in the exercise of independent judgment will be shown. 
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bfAJOR ITEbis NOT CHANGED 

Under this heading, any irnyortant or unusual items appearing on the return 
which have not been changed will be discussed briefly. Tlie concluding para- 
graph under this heading will indicate that the case has been thoroughly reviewed 
and that the basis of the fina determination proposed appears to coiupi ehend 
all incitlental and necessary adjustments. 

STATUTE OF LIMITATIoiNS 

. Under this heading, the date of the expiration of the period of liiuiiation 
for assessment of deficiencies and filing of claims for refund will bc given 
for each year. 

SUMMARY 

A schedule will be inserted under this heading as folloivs: 

Original 
return 

Finally de- 
ter&Dined 

Gross income 
Deductions 

Net income 

Tax liability 
Tax assessed. 

Deficiency or overassossment (date) 

If authoritative information is in the file to the effect that the deficiency has 
been paid, a statenient to that effe&t should be »inde. If such information is 
not in the file, the followin&" paragrnyhs should bc shown as indicated: 

1. In cases where deficiencies are indicated for all years involved: 
Any unpaid portion of the liability determiiie&l and assessed vill be 

made the subject of »otic&. ;iud &le&Band or other proceedings by tile collector 
of internal revenue of. the tnxp iyer's district. 

2. In cases where defieienci& s are indicated for some of the years involved 
and overassessments are indicated for others: 

Taxpayer hns waived the restrictions respecting tile assessment and 
collection of any deflcien&y in tnx for any taxable period involved and 
further agrees to yny such deficienc by credit or otherwise. 

3. In cases vvhere overnssessmeuis alone are indicated for all venrs or ihe 
rei:urus are accepted as filed, no state&Dent need be made. 

The closing p'll'agi'ipli xvili show tile re&&sons xvhy the consummiltion of the 
closing agreement is warranted, or is a&lvnntngeous to the (government, or why 
it appears to fall within the exceptions to tlie general rule. 

Dcpt&f p Uo»&»&issio»cr. 

EXHIBIT B 

I&'orm of memorandum for Form 000 

Symbols 

MEMORANDUM To ACCobf PANY AGR&:Eb&ENT UNDER SECTION 8760 OF THE INTERNAL 
REYENUE CoDE IN THE CAsE oF (NAME oF TAEPAYEis) I& ITH REsPECT To 
SPEciFIc tuATTER AFFEcTING TIIE INcobIE TAX LIABILITY oF THAT INDIVIDLAI. (or. 
COBPGBATICN ) 

IN GENERA&. 

A closing agreement under section 3760 of the Internal Revenue i'o&le eov& ring 
a specific mntter (or specific matters) affecting the income tnx linbility of 
the above-nnnied individunl (or corporation) has been si ned by tile tnxpnver 
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(or by duly authorized officers, stockho)ders, executors, administrators, receivers 

liquidators, etc. , to act in the closing of specific matters). The agreement was 

submitted as the result of the taxpayer's a. cceptance of the report made by an 

internal revenue agent (or deputy collector) to the effect that (state the issue 

under consideration). 
FIELD EXAMINATION 

The opening statement under this heading will contain a description of the 
taxpayer's business and any relevant facts connected therewith. 

A further statement under this heading will reveal any and all adjustments 
to income proposed in any report of field examination, Any further adjust- 
ments Inade upon final review of the case will also be set up. This paragraph 
should indicate whether or not the i. axpaycr agreed with the revenue agent's 

(or deputy collector' s) findings. 

SPECIFIC MATTER (S) 

Under this heading, a detailed discussion will be made of the specific matters 
proposed for final closing in Form 900. Any law, regulations, decisions, etc, , 
relied upon will be cited and their applicability established. Any other relevant 
circumstances which may aid the Secretary of the Treasury, the Under Secretary, 
or an Assistant Secretary, in the exercise of independent judgment will be shown. 

The closing paragraph vvill show the reasons why the consummation of the 
closing agreement is warranted, or is advantageous to the Government, or why 
it appears to fall within the exceptions to the general rule. 

Deputy Cornrniss(oner. 

CHAPTER 38. — MISCELLANEOUS PROVISIONS 

SECTION 3801(a). — MITIGATION OF EIFECT OI' LIMTA- 
TION AND OTHER PROVISIONS IN INCOME TAX CASES: 
DEFINITIONS 

SEGTIQN 29. 3801 (a) (3) — 1: Related taxpayer. 

INTERNAL RKVENUL« CODD&' 

1949 — 96 — 1M59 
I. T. 3986 

Even though a so-called family partnership is not recognized or 
treated as valid for Federal income tax purposes, the individuals 
comprising the partnership are nevertheless "related taxpayers" 
within the meaning of section 3801(a) (3) of ihe Internal Revenue 
Code if the partnership is recognized as valid under State law. 

Advice is requested whether the word "partner, " as used in section 
3801(a) (3) (F) of the Internal Revenue Code, includes the individual 
members of a, so-called family partnership which is not recognized as 
a valid partnership for I'ederal income tax purposes but which is rec- 
ognized as a valid partnership under St, ate law. 

Section 3801(a) (3) of the Internal Revenue Code provides in part 
as follows: 

SEC. 3801. MITIGATION OF EFFECT OF LIMITATION AND OTIIER PRO. 
VISIONS IN INCOME TAX CASES. 

(a) DEFINITIDNs. — For the purpose of this section— 

(3) REI. ATED TAxPATER. — The term "related taxpayer" means a taxpayer 
who, with the taxpaver with respect to whom a determination specified in 
subsection (b) (1), (2), (3), or (4) is made, stood, in the taxable year with 
respect to which the erroneous inclusion, exclusion, omission, allowance, or 
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disallowance therein referred to was made, in one of the following relation- 
ships: (A) husband and wife; (1)) grantor and fiduciary; (C) grantor and 
beneficiary; (D) fiduciary and beneficiary, legatee, or heir; (lr) decedent 
and decedent's estate; or (F) partner. 

In loveling v. Vrlited iS'tates (40 Fed. Supp. 1), it was held that the 
relationship of fiduciary and beneficiary existed and section oo801 of 
the Internal Revenue Code, providing in part for the mitigation of 
eGect of limitation in cer(ain cases of correlative adjustments of 
income betv'een "rehtted taxpayers" therein defined, was applicable 
even though the trust v as pro) c~ ly treated as a corporation and the 
beneficiary as a stockholder for federal income tax purposes. It is 
believed that the court. 's construction of the statute in that case was 
fair and reasonable. Practically the same question is presented where 
taxpayers are operating under an agreement which creates a valid 
partnership under State la, w but which, due to surrounding circum- 
stances, is not recognized as such for federal income tax purposes. 
The situations being analogous, the rule laid down in the Lovering case 
is applicable and controlling with respect to the instant, inquiry. 

Accordingly, it is held that even though a so-called family partner- 
ship is not recognized or treated as valid for I&'edcral income tax pur- 
poses, the individuals comprising the partnership are nevertheless 
"related taxpayers" within the me~aning of section 3801(a) (3) of the 
Internal Revenue Code, supra, if the pa~rtner ship is recognized as valid 
under State law. 
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I%COME TAX RULINGS. — PART II 
REVENUE ACT OF 1988 AND PRIOR REVENUE ACTS 

SUBTITLE C. — SUPPLEMENTAL PROVISIONS 

SUPPLEMENT B. — COMPUTATION OF NET INCOME 

SECTION 119. — INCOME FROM SOURCES WITHIN 
UNITED STATES 

ARTICIE 119 — 5, REGULATIONS 101: Rentals and 
royalties. 

REVENUE ACT OF 1988 

Lump-sum advance payments to nonresident alien author for ex- 

clusive publication rights in United States. (See Ct. D. 1722, page 
62. ) 

SUPPLEMENT C. — CREDITS AGAINST TAX 

SECTION 181. — TAXES OF FOREIGN COUNTRIES AND 
POSSESSIONS OF THE UNITED STATES 

ARTIcLE 181 — 8, REGELATIoNs 86: Limitations 1949 — 17 — 18147 
on credit for foreign taxes. G. C. M. 26062 

RL'VENUE ACT OF 1994 

G. C. M. 25723 (C. B. 1948 — 2, 131), relating to the computation of 
the I'oreign tax credit under section 181 of the Revenue Act of 1934, 
is modified by eliminating therefrom the statement to the effect that 
the decision in Hubbard v. United States (17 Fed. Supp. 93, certiorari 
denied, 800 U. S. 000; Ct. D. 1224, C. B. 1987 — 1, 259) will no longer 
be relied upon as a precedent in the computation of such foreign 
tax credit. 

Reference is made to G. C. M. 25728 (C. B. 1948 — 2, 181), relating 
to the computation of the amount of the credit to be allowed to a 
citizen of the United States under section 181(a) (1) of the Revenue 
Act of 1984, as limited by section 181(b) of that Act, in respect of 
income tax paid to the Philippine Islands. 

G. C. M. 25728, supra, modified G. C. M. 21482 (C. B. 1989 — 2, 284), 
which held in part that where, under section 117(a) of the Revenue Act 
of 1984, only 80 percent of the capital gains is taken into account for 
Federal income tax purposes, but the entire amount of capital gains 
is taxed by the Philippine Islands, the tax paid to that Government 
on the 70 percent excluded profits, not taxed by the United States, 
was not allowable as a credit under section 181(a) of the Revenue 
Act of 1984. However, the Tax Court, allowed as a credit the entire 
tax paid with respect to capital gains, including that portion of the 
capital gains not subject to United States income tax. (See I. B. 
Dexter et vs. v. Commissioner (47 B. T. A. 285, acquiescence, C. B. 
1948 — 2, 1. ) 

The modification of G. C. M. 21482, supra, was based in part on 
the decision in IIeZvering v. NelZ (189 Fed. (2d) 865), alarming a 
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decision of the Tax Court entered on November 6, 1942 (memorandum 
opinion, Dkt. 107448). One of the issues before the Tax Court in the 
Nell case involved a credit for taxes paid to the Philippine Islands 
o» salaries froni sources therein which were excluded from gross in- 
come by reason of section 251 of the Revenue A. ct of 1028 and sections 
262 of the Revenue Acts of 1924 and 1926. 

The decision in the Nell case, supra, insofar as it allows a credit 
for taxes paid to the Philippine Islands on salaries excluded from 
gross income for Federal income tax purposes, is in direct conflict 
with the decision of the United States Court of Claims in Hubbard v. 
finite@ 8tate, s (17 Fed. Supp. 93, certiorari denied, 300 U. S. 666; 
Ct. D. 1224, C. B. 1937 — 1, 259). That case involved the question 
whether income tax paid to Great Britain on salary earned abroad, 
which was exempt from Fecleral income tax under section 213(b) (14) 
of the Revenue Act of 1926, was allowable as a credit against United 
States income tax. In disallowing the credit, the court. stated in part: 
"Double taxation exists only when the same income is taxed both in 
the foreign country and in the United States. " The court cited the 
decision of the United States Supreme Court in Du@net v. Chicago 
I'ortnai t Co. (285 U. S. 1; Ct. D. 463i C. B. XI — 1, 286 (1032) ) wherein 
it was stated that "the primary design of the provision was to miti- 
gate the evil of double taxation. " 

In J. Helesia lVileon v. Cotrtsttissioner (7 T. C. 1469, promulgated 
December 31, 1946, after the circuit court decision in the Nell case), 
the Canadian Government taxed as income a legacy of $20, 000 which 
is not, considered income under our internal revenue la~ws. (See 
section 22(b) (3) of the Internal Revenue Code and Burnet v. 1&Vht'te- 

house, 283 U. S. 148; Ct. D. 327, C. B. X — 1, 366 (1931) . ) In denying 
the Canadian tax as a credit against, the U»ited States income tax, 
the Tax Court stated: 

It is almost superfiuous for us to»dd that section 131 was enacted to prevent 
the do&tble taaatton of the same income in a foreign coantrp and in the United 
States. IIubbard v. United Slates, 17 Iced. Supp. 83; certiorari denied, 3[&O U. S. 
666. In tlie very n»turc of the facts befo&e us, there is no double taxation, The 
contrary appears. s ~ "' [Italics supplied. ] 

In G. C. M. 2572'3, supra, it ivas stated in part as follows: 
In view of the foregoing, G. G. M. 21432, supra, is hereby modified, i. e. , in re- 

lotion to the computation of the foreign tax credit under section 131 of the 
Revenue Act of 1034, and thc dc«i sion, in IIubbard v. United States, snp&. a, , &rill no 
longe& bc & «lied upon as a p& eccdcnt in thc compntaiiun of such fo& cia» tax credit. 
[Italics supplied. ] 

Inasmuch as the italicized portion of' the above-quoted paragraph 
of G. C. M. 25723, supra, ivas not necessary in the modificatio» of 
G. C. M. 21432, supra, a»d as the result reached in the Hubbard case 
represents the long-sta&nding l&osition or" the Bureau a»d appears to be 
legally sound& sue]1 italiciz~ed portion of G. C. M. 25723, supra, is 
hereby deleted, and that memorandum is modified accordingly. 

Crrnrtr. rss Or. rrrr. ter. . 
Chief Cou»sef& Bu& eau of ante»tal Ei'eue&tate. 
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SUPPLEMENT H. — NONRESIDENT ALIEN INDIVIDUALS 

SECTION 212. — GROSS INCOME 

ARTIcLE 212 — 1, REGULATIoNs 101: Gross income of non- 
resident alien individuals, 

REVENUE ACT OF 1938 

Lump-sum advance payments to nonresident alien author for ex 

elusive publication rights in United States. (See Ct. D. 1Y22, page 
62. ) 

SECTION 214(a) (8). — DEDUCTIONS ALLOWED 
INDIVIDUALS: TAXES 

ARTIcLE 184, REGULATIONS 65: Federal estate 
and State inheritance taxes. 

REVENUE A. CTS OF 1918, 1921, AND 1924 

1949 — 25 — 18253 
G. C. M. 26211 

Revocation of S. M. 4688 (C. B. V — 1, 59 (1026) ) 

In view of the position taken in Mimeograph 6444 (page 11, this 
Bulletin), relating to the taxable status of tax refunds, S. M. 4688 
(C. B. V — 1, 59 (1926) ) is hereby revoked. 

CHARLES OLIPHANT) 
CAI'e j Counse/, Bureau of Iuterna/ Revenue. 



ESTATE AND GIFT TAXES 

ESTATE TAX 

SEOTION 81. 13, REGULATIQNs 105: Property of 
decedent at time of death. 

INTERNAL REV ~ NI:E CODE 

1949 — 24-13241 
E. T. 22 

The decision of the United States Court of Appeals for the Second 
Circuit in Jundorf's Bstate v. Commissioner (171 Fed. (2d) 404), 
holding that Uniied Si. ates bonds issued after March 1, 1941, are 
not includible in the gross estate of a nonresident alien who is not 
engaged in business in the United States, will not be followed by the 
Bureau. 

Advice is requested whether the Bureau will follow the decision of 
the United States Court of Appeals for the Second Circuit. in Jandorf's 
L'state v. Commissioner (171 Fed. (2d) 464). 

In the above-cited case, Imari Jandorf, a nonresident alien not en- 
gaged in business in the United States, diecl the beneficia owner of 
United States Treasury bonds, issued after 'lIarch 1, 1941, and physi- 
cally located in the United States, in the face amoimt of $75, 000. 
Tile decedent also owned similar bonds issued prior to March 1, 1941, 
in the face amount of $75, 000. In that case The Tax Court of the 
United States held (9 T. C. 338) that the bonds issued after March 1, 
1941, are includible in the dececlent's gross estate. Iiowever, on ap- 
peal, the United States Court of Appeals for the Second Circuit re- 
versed the decision of the Tax Court ancl held that the bonds should 
rot, be included in the gross estate of the decedent, 

Under the provisions of section 81. 13 of Regulations 10O, United 
States bonds are not exempt from Federal estate tax except such bonds 
as were issued before March 1, 1941, and were beneficially o~ned by a 
nonresiclent who was not a citizen and not engaged in business in the 
United States. 

The contention that United States boncls issued on or after ~%larch 1, 
1941, beneficially owned by a nonresident who v as not a citizen and 
was not engaged in business in the United States, are exempt from 
Federal estate tax is based on section 3 of the Foiirth Liberty Bond 
Act of July 9, 1918 (40 Stat. 844, 845), as amencled by section 4 of the 
Victory Liberty Loan Act of March 3, 1919 (40 Stat. 1309, 1311), in 
which it is provided that bonds, notes, ' and certificates of indebtedness 
of the United States shall, while beneficially ov-ned by a nonresident 
alien inclividual not enga~ged in business in the Unitecl States, be 
extunpt both as to principal ancl interest froin any and all taxation 
now or liereafter imposed by the I nited States. 

(113) 
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The estate tax is not a tax on property. It is an excise tax imposed 

upon the transfer of or shifting in relationships to property at death. 

(See United 8tates Trust Co. of Ãe~o York (Bunker will) v. Jlelvening, 

807 U. S. 57; Ct. D. 1896, C. B. 1989 — 1 (Part 1), 880. ) The above-cited 

statutory provision specifically exempt- =from tax the principal and 

interest of United States bonds. As the estate tax is not a tax on 

either the principal or interest of such bonds, but is ail excise tax on 

the transfer of the bonds at death, the exemption does not extend to 

lhe estate tax. Hence, the bonds are properly includible in' the gross 

estate of a decedent. 
In view of the above, it is concluded that the provisions of section 

81. 18 of Regulations 105 are correct. The decision in Jandorf's L& state 

v. Commusioner, supra, will therefore not be followed by the Bureau. 

SEOTIoNs 81. 17, 81. 18, ANO 81. 19, REGULA- 

TIoNs 105. 
1949 20 — 18195 

T. D. 5741 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER 8, PART SL- 
REGULATIONS RLi'LATING TO ESTATE TAX 

Sections 81. 17, 81. 18, and 81. 19 of Regulations 105 amended 

TREASURV DE. ARTAIENT& 

OFFICE OF COAIAIISSIONER OF INTI:. PEAL RETENUE. 
lVashington 85, D. C. 

To CoPectors of Interna/ Revenue and Others Concerned: 
On April 15, 1949. notice of proposed rule makii!g regarding the ap- 

plication of the Federal estate tax to transfers intenderl to tal-e eRect 
at or after death was published in the Federal Register (14 F. R. 
1824). After consideration of all such relevant matter as was pre- 
sented by interested persons regarding the rules proposed, the amend- 
ments to Regulations 105 [26 CFR, Pait 81] set forth below are hereby 
adopted. Such amenclments are necessary to conform such regula- 
tions to the decision of the United States Supreme Court in C'ommis- 
si oner v. Estate of Francois L. Church, 885 U. S. 682. Xo amendnients 
are required as a result of the decision in Estate of Sidney 3I. iS piegel 
v. Commissioner, 885 U. S. 701. 

PAR iGRAFH 1. Section 81. 17, as amended by Treasury De& ision 5512 
[C. B. 1946 — 1, 264], approved May 1, 1946 [26 CFR 81. 17', is further 
amended as follows: 

(A) By striking from the Rrst paragraph the second sentence 
(which begins with the words "The decedent sl!all not be deemedn) 
ai!d the tliird sentence (which begins "(For regulations" ) and in- 
serting in lieu thereof the following~: 
A right to the possession or enjoyment of, or a right to the income from, the 
property, or the right to designate the persons who shall possess or enjoy the 
property or the income therefrom, constitutes a right or interest in the property. 
(See also sections 81. 18 and 81. 19. ) 

(B) By striking from the last sentence of the first paragraph the 
words "last paragraph" and inserting in lieu thereof "next to the 
last paragraph". 

(C) By striking from the fourth sentence in example (5) the word 
"also" and by inserting immediately preceding the period at the end 
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of such sentence the following: ". and is also satisfied by reason of 
the decedent's life estate". 

(D) By striking out example (6) in its entirety and inserting in 
lieu thereof the following example: 

Example (S). The decedent, during his life, transferred property in trust, 
providing that the income be accumulated and added to corpus until his death, 
and that the corpus be paid at decedent's death in equal shares to his surviving 
children. The share of au. y child who should predecease the decedent was to be 
paid to his issue, or, if no issue survived the decedent, to other children of the 
decedent or their issue. If uo children aiid no issue of any child should survive 
the decedent, the corpus was to be paid to the next of kin of the decedent. It is 
assumed for the purposes of this example that the disposition to "the next of kin 
of the decedent" creates a remainder in the persons who at his death are his next 
of kin and not a reversion to the decedent's estate. In this case, the decedent 
has parted with every right and interest in the property and lieuee requirement 
(2) is not satisfied. Accordingly, no part of the property is includible in the de- 
cedent's gross estate under tiiis section. 

(E) By inserting at the end of such section the followin&v: 

In the ease of a decedent who died on or before January 17, 1949, the date of 
the decision of the United States Supreme Court in Cr&rnmissi&incr v. Esfute of 
Franeois I. . Gk«&'& h, 885 U. S. 082, property transferred by the decedent shall not 
be included in his gross estate under this secliori if the decedent's only right or 
interest in tlie property eonsisl, ed of an estate for his life. (See, however, sec- 
tions 81. 18 and 81. 19. ) 

PAR. 2. Section 81. 18 [26 CER 81. 18] is amended by inserting im- 
mediately before the second sentence (which begins with the w~ords 
"A reservation") the following: "(See, however, section 81. 17. )" 

PAR. 3. Section 81. 19 [26 CFR 81. 19J is amended by inserting at the 
end of the third paragraph (but not as a part of subparagraph (2) 
thereof) the followin&r: "(See, however, section 81. 17. )" 

(This Treasury Decision is issued under authority contained in sec- 
tion 3701 of the Interlial Revenue Code (56 St&it. 467; 2(i U. S. C. 
8791). ) 

GKO. J. SCHOENKMAN, 
Commissiov&er of Internal Ii'e~er&ue. 

Approved Septelnber 6, 1040. 
TIIOMAS J, I YNCII, 

Acting Secreta''y of the Treasury. 

(Filed with the Division of tlie Federal Register September 8, 1&049, 8: 50 a. m. ) 

SKGTIQN 81. 24(l&) REOULATIQNs 105. 1040 — 22-1M18 
T. D. 5740 

TITLE 26 — INTERNAL RL&VL&NUE. — CHAPTER I, SURCIIAI'TKR 8, PART 81, — 
RKOULATIONS RELATINO To zsTATz TAx 

Iteg«lations 105 aniend&d to conform to section 1 of Public I aw 187 
(Iqighty-first Congress) i«age 289, this Bulletin). relatin to release 
of powers of appointment. 

TREASURY DKI'ARTMENT, 

Orrkcz or COMMISSIONER OF INTERNAL REYENUEi 
Washington ~%, D. C. 

To Collectors of Internal Revenue and Others Concerned: 
I«or&ler to conform Regulations 105 [26 CI'R, Part 81] to section 1 

of Public I. aw 187 (Eighty-first Congress, first session) [page 260, this 
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BulletinJ, approved June 28, 1040, such regulations are amended as 

follows: 
PARAGRAPH 1. There is inserted iinmediately following Public Law 

685 (Eightieth Congress, second session), which was inserted in such 

regulations by Treasury Decision 56o8 [C. B. 1948 — 2) 158], approved 
October 1, 1948, and. before section 802(f) of the Revenue Act of 1926 

(as originally enacted) as set forth preceding section 81. 24, the 

following: 

PUBLIC LAW 187 (EIGHTY-FIRST CONGRESS, FIRST SESSION), 
APPROVED JUNE 28, 1949 

Resolved by tice Senate and House of Representatiees of tlte United 
States of America in Congress assembled, That sections 408(d) (3) 

of the Revenue Act of 1942 (relating to release of certain powers 
of appointment in the case of the estate ~ u * taxes) are hereby 
amended by striking out "1949" wherever appearing therein and inserting 
in lieu thereof "19oro". 

PAR. 2. Section 81. 24(b), added by Treasury Decision 5289 [C. B. 
1948, 1081], approved March 10, 1948, as amended by Treasury 
Decision 5600 [C. B. 1949 — 1, 181], approved May 18, 1949 [26 CFR 
81. 24(b) J, is further aniended as follows: 

(A) By striking out "1949" wherever it appears, except in the second 
paragraph of (b) (8) beginning with the words "Section 2 of Public 
Law 685, approved June 12, 1048. " and iiiserting in lieu thereof "1050". 

(B) By striking from the first sentence of subparagraph (8) "(as 
amencled by Public Law 685 (Eightieth Congress), approved June 12, 
1048)" and inserting in lieu thereof the following: "(as amended by) 

Public Law 187 (Eighty-first Congress), approved June 28, 1040)", 
Because of the teclniical nature of the amendments made herein, it 

is found that it is unnecessary to issue this Treasury Decision with 
notice and public procedure thereon under section 4(a) of the Aclmin- 
istrative Procedure Act, approved. June 11, 1946, or subject to the 
eRective date limitation of section 4(c) of said Act. 

This Treasury Decision shall be eRective upon its filing for publica- 
tion in the Federal Register. 

(This Treasury Decision is issued under authority contained in 
section 8791 of the Internal Revenue Code (58 Stat. 467; 26 U. S. C. 
8791) and section 1 of Public Law 187 (Eighty-first Congress, first 
session), approved June 28, 1949. ) 

GEO. J. SCHOENEMAN) 
Commissioner of Interna/ J)hei)enite 

Approved October 7, 1949. 
THoiiIAS J. LYNCH) 

Acting Secretary of the Treasitry. 
(I'iled ivith the Division of the Federal Register October 12, 1949, 8: 49 a. m. ) 



GIFT TAX 

iI) &6 1, 86. 2(b), Piegs. 108. 

SELTIDNs 86. 1 AND 86. 2 (6), REGUI 4Tioxs 108. 1049 — 22 — 13219 
T. D. 5750 

TITLE 26 — INTERNAL REVENUE. — CIIAPTER I, SUBCIIAPTER B, PART 86. — GIFT 'I'AX UNDER CIIAFTER 4 OF THE INTERNAL REVENUE CODE, AS AIIENDED 

Regulations 108 amended to conform to section 1 of Public Law 
167 (Eighty-first Congress) (page 269, this Bulletin], relatin to 
release of powers of appointment. 

TREASI;RY DEPARTMENT) 
OFI'ICE OF CoxI3IISSIONER OF INTERNAL REVE~NUE, 

Washington 8o, D. C. 
To CoÃectors of Interna/ Eevenue and Others Concerned: 

In order to conform Regulations 108 [26 CFR, Part 86] to section 1 
of Public Law 137 (Eighty-first Congress, first session) |page 260, this 
Bulletin], approved June 28, 1940, such regulations are amended as 
follows: 

PARAGRAplI 1. There is inserted after section 374 of the Revenue 
Act of 1948, which was inserted by Treasury Decision 5608 [C. B. 
1040 — 1, 222], approved May 13, 1940, and immediately preceding sec- 
tion 86. 1, the following: 

PUBLIC LA)V 107 (EIGHTY-FIRST CONGRESS, FIRST SESSION), 
APPROVED JUNE 2S, 1040 

Resolved by the Senate and IIouse of R, prescntatives of the United 
States of hmericoin Conaress assembled, That sections " * " 462(c) 
of the Revenue Act of 1042 (relating to release of certain powers of 
appointment in the case of the ~ " ' gift taxes) are hereby amended 
by striking out "1040" wherever appea. ring therein and inserting in lieu 
thereof "19bo". 

PAR, 2. Section 86. 1, as amended by Treasury Decision 5650 [C. B. 
1048 — 2, 155], approved October 1, 1048 [26 CFR 86. 1], is further 
amended by striking from the second sentence "1940" and inserting 
in lieu thereof "1050". 

PAR. 3. Section 86. 2(b), as amended by Treasury Decision 5650 [26 
CFR 86. 2(b) ], is further amended as follows: 

(A. ) By striking out "1040" wherever it appears, except in the third 
sentence of the first paragraph beginning with thc ivords "Section 2 
of Public Law 635, appioved June 12, 1048, " and inserting in lieu 
thereof "1050". 

(B) By striking out "as amended by Public Law 635 (Eiglitieth 
Congress), approv~ed June 12, 1948" wherever it appears and insert- 
in~ in lieu tliereof the following: "as amended by Public Law 137 
(f'ighty-first Congress), approved June 28, 1940". 

Because of. the technical nature of the amendments made herein, 
it is found tliaat it is unnecessary to issue this Treasury Decision. with 
notice and public procedure thereon under section 4(a) of the Admin- 
istrative Procedure Act, approved June 11, 1046, or subject to the 
efi'ective date limitation of section 4 (c) of said Act. 

This Treasury Decision shall be effective upon fiiling with the Divi- 
sion of the I&'ederal Register. 
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(This Treasury Decision is issued under authority contained in 
sections 1029 and 3791 of the Internal Revenue Code (53 Stat. 157, 
467; 26 U. S. C. 1029, 8791) and section 1 of Public Law 137 (Eighty 
first Congress, first session), approved June 28, 1949. ) 

GEO. J. SGHOENEMAN~ 
Commuei oner o f Interna/ Revenue. 

Approved October 7, 1949. 
THOMAS J LYNCH~ 

Acting Secretary of the Trea8ung. 

(Filed with the Division of the Federal Register October 12, 1949, 8: 49 a. m. ) 



EMPLOYMENT TAX RULINGS 

INTERNAL REVENUE CODE 

CHAPTER 9, SUBCHAPTER A. — FEDERAL INSURANCE CONTRIBUTIONS 
ACT 

SEGTION 1411: Adjustment of tax. 
RKGULATIONs 106, SEcrrov 402. 702: Adjustment of 

employees' tax. 
Changes efi'ected by use of I'orm 941. (See T. D. 5759, below. ) 

SKGTION 1411: Adjustment of tax. 
REGULATroNs 106, SEUTrov 402. 708: AcIjustment of 

employers' tax. 
Challges effected by»sc of Form 941. (Sec T. D. 5759, below. ) 

SEGTroN ]420: Collec(ion and payrrient of taxes. 
RrGULATIONs 106i, SEcTIDN 402. 501: Ei»ployers' 

identification n»mber s. 
(Also Sections 1411, 1420, and 1421; Regulations 

106, Sections 402. 504, 402. 601, 40". (308, 402. 607, 
402. 702, 402. 70'3& a»d 402. 701-. ) 

1949 — 25 — 18254 
T D 5759 

TITI. E 26 — INTI RNAL I&»VENUE. — Crral TEri 1, SiirsCHAP'I'I;li D, PARTs 
402 Axl) 400 

Re„ulations 106 iind 116 aniendcd, with resliect to tax-return pe- 
riods comniencing after Deceniber 31, 1040, to prescrilie a comliined 
return for the iepoitin& of the taxes under the rrederal liisurarice 
Contributions Act and thr iucomc tax collectedl at source on wa "es. 

'I'rii:ASUH Y DEI'AitTxrVN i, 
OrrICE or' CorirMISSIONEIt OI' INTERNAL RKTEvUE, 

rVasht'ngton 8o, D. C. 
7'o Collectors of Interne/ Eetienue crnd Others Concerned: 

On September 28, 1949, notice of proposed rule mnki»g regarding 
the amendme»t of Rcgulatio»s 106 and 116 to prescribe a combined 
return for the reporting ol' the taxes under the Federal Insurance 
Contributions Act and the income tax collected at, source on v ages 
was published in the Federal Register (184 F. R. 5808). After co»- 
sideration of all relevant matter preserited b. i intcres(ed perso»s ie- 
girding the proposed arne»dments, tlie folioiri»g arne»clments are 
licrcby adopted: 

(119) 
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REGULATIONS i06 ['26 CFR, PART 402] 

PARA6RAPii 1. Section 402. 501 of Regulations 106 [26 CFR 402. 501] 
is amended by striking out in the last sentence "Form SS — la" and by 

inserting in lieu thereof "Form 941 (or, with respect to periods ended 

prior to January 1, 1950, Form SS — la) ". 
PAR. 2. Section 402. 504 of Regulations 106 [26 CFR 402. 504] is 

amended as follows: 
(A) By striking out, in the first sentence of paragraph (a) "Form 

SS — la" and by inserting in lieu thereof "Form 941 (or, with respect 
to periods ended prior to January 1, 1950, Form SS — la)". 

(B) By adding after "Forin SS — la" in the fifth and sixth para- 

graphs of section 402. 504(a) the following: "or I&'orm 941". 
PAR. 3. Section 402. 601 of Regulations 106 [26 CFR 402. 601] is 

amended by adding after the first sentence the following new sentence; 

For quarters commencing after December 81, 1949, Form 941 shall be used in lieu 

of Form SS — la. 
PAR. 4. Section 402. 603 of Regulations 106 [26 CFR 402. 603] is 

amended as follows: 
(A) Bv adding after "Form SS — lu. " in the first sentence the follow- 

ing: "or Form 941". 
(B) By adding at the end of the section the following: 

With respect to periods commencing after December 81, 1949, the term "wages" 
as used in this section of these regulations includes any remuneration which 
constitutes wages as defined iu either section 1426(a) or section 1021(a) of the 
Inter~al Revenue Rode. Thus, if an employer ceases to pay wages as defined in 
one of such sections, but continues to pay wages as defined in the other of such 
sections, no final return should be filed so long as he continues to pay such wages. 
If an employer who has been paying remuneration which constitutes wages as 
defined in each of such sections permanently ceases to pay such wages, a final 
return is required of such employer. Such final return must be filed on or before 
the thirtieth diiy after the date of the last payment of wages as defined in such 
sections. If an employer who has been paying remuneration which constitutes 
wages as defined in only one of such sections permanently ceases to pay such 
wages, a final return is required of such employer. Such final return must be filed 
on or before the thirtieth day after the date of the last payment of wages as 
defined in such section. 

PAR. 5. Section 402. 607 of Regulations 106 [26 CFR 402. 607] is 
amended by striking out in the first sentence "Form SS — la" and by 
inserting in lieu thereof "Form 941 (or, with respect to periods ended 
prior to January 1, 1950, Form SS — la) ". 

PAR. 6. Section 402. 702 of Regulations 106 [26 CFR 402. 702] is 
amended as follows: 

(A) By striking out "Form SS — la" in the first sentence of section 
402. 702(a) (1) and in the first and second paragraphs of section 
402. 702 (a) (2) where the designation first appears, and by inserting in 
lieu thereof "Form 941 (or, with respect to periods ended prior to 
January 1, 1950, Form SS — la) ". 

(B) By striking out in the first aiid second paragraphs of section 
402. 702(u) (2) "Form SS — 1 or Form SS — la" and by inserting in lieu 
thereof "Form SS — 1, Form SS — la, or Form 941". 

(C) By adding after "Form SS — 1a" in the first and second sen- 
tences of section 402. 702(b) (1) the following: "or Form 941". 

PAR. 7, Section 402. 703 of Regulations 106 [26 CI& R 402. 703] is 
amended as follows: 
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'(A) By striking out "For'm SS — la" in the first and second para- 
raphs of section 402. 703(a) where the designation first appears. and 

y inserting in lieu thereof "Form 941 (or, with respect to periods 
ended prior to January 1, 1950, Form SS — 1a) ". 

(B) By striking out in the first and. second paragraphs of section 
402. 708Ia) "Forin SS — 1 or Icorin SS — la" and by inserting in lieu 
thereof 'I&'orm SS — 1, I&'orm SS — la, or Form 941". 

PAn. 8. Section 402. 704 of Regulations 106, as amended by Treasury 
Decision 5665 [C. B. 1948 — 2, 165], approved Xovcmber 1, 1948 [26 
CFR 402. 704], is further aniended as follows: 

(A) By adding after "Form SS — la" in the first sentence of para- 
graph (a) the followiii«: "or Forin 941". 

(B) By striking out in the last sentence of paragraph (d) "or on 
Schedule A. of Form SS — la" and "or such Schedule A of Form SS — la" 
and by inserti» « in lieu thei cof ", Schedule A of I&'orm SS — la, or Sched- 
ule A. of Form 941" and ", such Schedule A. of Form SS — la, or such 
Schedule A of I&'orm 941", irespectively. 

RzuUI. ATI&)NS ilB l26 CFR, PART 405] 

PAa. 9. Section 405. 102(h) (2) of Regulations 116, . a, s added by 
Treasury Decision 5645 [C. B. 1948 — 2, 14), approved, July 20) 1948 
[26 CFR 405. 102 (h) (2) ], is amended by striking out in the first sen- 
tence of the third paragraph "I&"orm W — 1" and by inserting in lieu 
thereof "I&'orm 941 (or, with respect to periods ended prior to Janu- 
ary 1, 1950, Form ~V — 1) ". 

PAR. 10. Section 405. 501 (c) of Re&'ulations 116 [26 CI&'R 405. 501(c) ] 
is amended by striking out "(I& orm AV — 1)" and by inserting in lieu 
thereof "(I& orni AV — 1 o~r Form 941) ". 

PAR. 11. IInmediately preceding the captioll' SzcTION 2702(a) or 
THz INTzRNAL RzvzNUz Conz" as set forth immediately preceding sec- 
tion 405. 601 of Regulations 116 [26 CFR 405. 601], the following is 
inserted: 

SECTION 2701 OF THE INTERNAL REVENUE CODE 

nETURI& s 

Every pers&n liable for the tax * * * shall maire * &' ~ re- 
turns under oath "" * ~ to the collector for the district in which is 
located the principal place of business. Such returns shall contain such 
information and be made at such times and in such manner as the Com- 
missioner, with the approval of the Secretary, may by regulations 
prescribe. 

PAa. 12. Section 405. 601 of Regulations 116 [26 CFR 405. 601] is 
amended as follows: 

(A) By striking out "Every" in the first sentence and inserting in 
lieu thereof "Except as provided in section 405. 602, every". 

(B) By adding after the second sentence the following new 
sentences: 
For quarters commencing after December 31, 1040, Form 941 shall be used in lieu 
of Form iV — 1. 'I'he return on Form 041 must be filed with the collector of 
internal revenue for the district in &vhich is located the principal place of business 
of the employer, or if the employer has no principal pla. cc of business in the 
Uniied States, with the collector of internal revenue at Baltimore, Md. 

(C) By addino. after "I'oi'ln 3V — 1" wh& i cvci it upp«;Irs in the sec- 
ond aiitl last paragr;Iphs the followiiig: 'oi I'"orm 94l". 

966972' — 50 — 9 
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(D) By adding after "Forms W — 1" in the eighth paragraph tile 
following: "or Forms 941". 

PAlt. 18. Section 405. 602 of Regulations 116 I26 CFR 405. 602] is 
amended as follows: 

(A) By adding after "Form W — 1" in the first sentence the follow 
ing: "or Form 941". 

(B) By inserting after "the collector" in the second sentence the 
following: "and the tax shall be paid". 

(C) By adding at the end of the section the following: 
With respect to periods commencing after December 81, 1040, the term "wages" 

as used in this section of these regulations includes any remuneration which 
constitutes wages as defined in either section 1426(a) or section 1621(a) of the 
Internal Revenue Code. Thus, if an employer ceases to pay wages as defined 
in one of such sections, but continues to pay wages as defined in the other of such 
sections, no final return should be filed so long as he continues to pay such wages. 
If an employer who has been paying remuneration which constitutes wages as 
defined in each of such sections perinanently ceases to pay such wages, a final 
return is required of such employer. Such final return must be filed on or 
before the thirtieth day after the date of the last payment of wages as defined 
in such sections. If an employer who has been paving remuneration which con- 
stitutes wages as defined in only one of such sections permanently ceases to pay 
such wages, a final return is required of such employer. Such final return must 
be filed on or before the thirtieth day after the da. te of the last payment of wages 
as defined in such section. 

PAR. 14. Section 405, 701 of Regulations 116 [26 CFR 405. 701] is 
amended by striking out "Form W — 1" wherever it appears therein and 
by inserting in lieu thereof "Form 941 (or, with respect to periods 
ended prior to January 1, 1950, Form W — 1) ". 

PAIt. 15. Section 405. 805 (a) of Regulations 116 [26 CFR 
405. 805 (a) ] is amended by striking out "Return of Income Tax With- 
held on Wages (Form' W — 1)" and by inserting in lieu thereof "return 
on Forni 941 (or, with respect to periods ended prior to January 1, 
1950, Form W — 1) ". 

(This Treasuiry Decision is issued under the authority contained in 
sections 1429 and 6791 of the Internal Revenue Code (53 Stat. 178, 
467; 26 U. S. C. 1429, 8791) . ) 

GEO. J. SCIIOENEMAN, 
Commissioner of In terna/ Revalue 

Approved november 10, 1949. 
THoMAs J. LAUNCH, 

Acting Secretary of the Treasury. 
(Filed with the Division of the Federal Register November 18, 1049, 8; 46 a. m. ) 

SzcTzoN 1420: Collection and payment of taxes. 
REGvI. ATIGNs 106) SEGTIoN 402. 501: Employers' 

identification numbers. 
Identification numbers to be shown on Form 941. (See T. D. 5760i 

page 123. ) 

SEOTION 1420: Collection and payment of taxes. 
REGvLATICNs 106' SxcTIGN 402. 504: Duties of 

employer with respect to employees' account 
numbers. 

Changes efi'ected by use of Form 941. (See T. D. 5759, , page 119. ) 
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SEUTIGN 1420: Collection and payment of taxes. 
RFGULATIDNs 106, SEGTIoN 402. 601: Tax and in- 

formation returns. 

Changes e[Fected by use of Form 941. (See T. D. 5759, page 119. ) 

SEUTIDN 1420: Collection and payment of taxes. 
REGULATIQNs 106. SEUTIDN 402. 603: Final returns. 

Changes efi'ected by use of Form 941. (See T. D. 5759, page 119. ) 

SzcTIoN 1420: Collection ancl payment of taxes. 
REGULATIONS 106, SECTION 402. 607: Payment of 

tax. 
Changes efFected by use of Form 941. (See T. D. 5759, page 119. ) 

SzcrroN 1421: Refunds, credits, and abatements. 
REGULATIONS 106& SECTION 402. 704. : Refund or 

credit of overpayments which are not adjust- 
able; abatement, ot overassessrnents. 

Clranges efFected by use of Form 941. (See T. D. 5759, page 119. ) 

SzcrroN 1426: Defiifitions. 
RrGUr. ATIovs 106) SzcTIDN 402. 201: General 

defi»itious and use of terms. 
(Also Sectio»s 142i) and 1430; Regulations 

106, Sections 402. 501 ant[ 402. 607a. ) 

1949 — 25 — 13255 
T. D. 5760 

TITLE 26 — INTERNAI, REVENUE. — CIIAPTER I, SUBCHAPTER D, PARTS 
402 AND 406 

Regulations 106 nnd 116 amended with respect to use of Federal 
Reserve banl-s and authorized commercial banks in connection with 
the payment of the taxes under the Federal 1»surance Contributions 
Act and of the income tax collected at source on wages. 

TIIEASURY DEPARTMENT, 
OI'FICE OF COMMISSIONER OF INTERNAL REVLNUE, 

Washington 85, D. C. 
To Collectors of Internal Eeuen4ze and Others Concerned: 

On September 23, 1949, notice of proposed rule making regarding 
the amendment of Regulations 106 and 116, with respect to the use 
of I&'edera[ Reserve banks and authorized commercial banks in con- 
nection with the payment of the taxes under the I'ederal Insurance 
Contributions Act and of the income tax collected at source on wages, 
was published in the Federal Register (184 F. R. 5807). After con- 
sideration of all relevant rnatter presented by interestecl persons re- 
garrli»g the proposed amendments, the following amendments are 
hereby~adopted. 
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REGULATIONS 106 [26 CFR, PART 402] 

PARAGIIAPII 1. Regulations 106 [26 CI'R, Part 402] are amended as 

follows: 
(A) By striking out the period at the end of section 402. 201(i) [26 

CI R 402. 201(i)] and by inserting in lieu thereof a comma and tits 

following: "except that such term when used in section 402. 607a in 

eludes also the income tax collected at source on wages under section 

1622 of the Internal Revenue Code. " 
(B) By amending the last sentence of section 402;501 to read as 

follows: "Iclentification numbers assigned to employers shall be shown 

in their records, returns, and claims to the extent required by sections 

402. 605, 402. 607a, 402. 609, and 402. 704 and by the instructions relating 

to Form 941 (or, with respect to periods ended prior to January 1, 1950, 
Form SS — la) aIId to Form 450. " 

(C) By inserting immecliately preceding section 402. 608 [26 /FIT 
402. 608] the followtng new section: 

SEO. 402. 607a. I:sE oF FEDERAL RERERvE BANIes AND AUTHoRIzED CGMMERCI&I 

BANKs IN CGNNEOIIGN WITH PAYMENT oF TAxEs WITH REsPEOT To WAGEs PA(R 

oN oR AF rER JANUARF 1, 1950. — (a) In general. — Except as provided in paragraph 
(b) of this section, if during any calendar month after December 31, 1949, the 

aggregate amount of 
(1) the employees' tax withheld under section 1401, 
(2) the employers' tax for. such month under section 1410, and 
(3) the income tax withheld at source on Ivages under section 1022, 

ot the Internal Revenue Code, exceeds $100 in the case of an employer, it will be 
the duty of such e(nplover to deposit such amount within 15 days after the close 
of such calendar month with a Federal R. . serve bank. The remittance of such 
a(nount shall be accompanied by a Federal Depositary Receipt (Form 450), 
Such depositary receipt shall be preparecl in accordance with the instructions 
and regulations applicable thereto. The employer, at his election, may forwar(l 
such remittance, together with such depositary receipt, to a commercial bank 
authorized in secor. dance with Treasury Department Circular No. 848 to accept 
remittances of the aforementioned taxes for transmission to a Federal Reserve 
bank. After the Federal Reserve bank has validated the depositary receipt, 
such deposita( y receipt will be returned to the employer. Every employer making 
deposits pursuant to this section shall attach to his return on Form 941 for the 
calendar quarter with respect to which such deposits are made, in part or full 
payment of the taxes shown thereon, depositary receipts so validated, and shall 
pay to the collector the balance, if any, of the taxes due for such quarter. 

(5) papmenta for last month of tl(G calendar quarter. — With respect to tbe 
taxes specified in paragraph (a) of this section for the last month of the calendar 
quarter, the employer may either include with his return direct remittance to 
the collector for the amount of such taxes or attach to such return a depositary 
receipt validated by a Federal Ieeserve bank as provided in paragraph (a) of 
this section. Payment of the taxes required to be reported on each return, in the 
form of validated depositary receipts or direct remittances, shall be made to the 
collector at the time fixed for filing such return. If a deposit is made for the 
last month of the quarter, the employer shall make it in ample time (Ivhether 
before, on, or after the 15th day of the succeeding month) to enable the Federal 
Reserve bank to return the validated receipt to the employer so that it can be 
attached to and filed with the employer's return at the time so fixed. 

(c) Prncarement of prescribed form. — Initially, Form 450, Federal Depositarf 
Receipt, will so far as possible be furnished the employer by the collector. 
e&up)oyer not supplied with the proper form should make application therefor to 
the collector in ample time to have such form available for use in maling his 
initial deposit within the time prescribed in para "raph (a) of this sect4» 
Thereafter a bla~k form u ill be sent to the employer by the Federal Reserve bask 
when returning the validated depositary receipt. An employer may secure addp 
tional forms from a Federal Reserve bank by applying therefor and advis»g 
the bank of his identification number. The employer's identifica. tion number an(i 
nan(e, on each depositarv receipt, should be the same as they are required to b~ 

shown on the combined quarterly tax return, Form 941, to be filed with the 
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collector. The address of the employer, as shown on each depositary receipt, 
should be the address to which the receipt should be returned following validation 
by the Federal Reserve bank. 

REGULATIONs 116 [26 cER, PART 405] 

PAR. 2. Regulations 116 [26 CFR, Part 405] are amended as follows: 
(A) By redesignating paragraph (d) of section 405. 107 [26 CFR 

405. 107] as paragraph (e). 
(B) By inserting immediately after paragraph (c) of section 

405. 107 [26 CFR 405. 107] the following new paragraph: 
(d) Identification number means the identifying number of an employer, 

assigned as the case may be, under the Federal Insurance Contributions Act or 
Title VIII of the Social Security Act, or by the collector in accordance with 
section 405. 606 (c) . 

(C) By revising the heading of section 405. 605, which section was 
amended by Treasury Decision 5644 [C. B. 1948 — 2, 128], approved July 
14, 1948 [26 CFR 405. 605], to read as follows: "UsE oF GovEENMENT 
DEPOSITARIES IN CONNECTION WITH PAYMENT OF TAXES WITH RESPECT 
To WAGEs PAID PRIoR To JANUARY 1, 1950. " 

(D) By inserting at the end of section 405. 605, as amended by 
Treasury Decision 5644 [26 CFR 405. 605], the following: 
This section shall be applicable only with respect to wages paid prior to January 
1, 1950. 

SEC. 405. 606. URE GF FEDERAL REsERYE BANKS AND AUTHGRIzED CDMMERCIAL 
BANKs ]N CGNNECTIGN WITH PAYMENT oF TAXEs WITH REsPEcT To WAGEs PAm 
oN os AFRER JANUARY 1, 1950. — (a) In general. — Except as provided in paragraph 
(b) of this section, if during any calendar month after December 61, 1949, the 
aggre "ate amount of 

(1) the employees' tax withheld under section 1401, 
(2) the employers' tax for such month under section 1410, and 
(6) the income tax withheld at source on wages under section 1622, 

of the Internal Revenue Code, exceeds $100 in the case of an employer, it Ivill 
be the duty ot' such employer to deposit such amount within 15 days after the close 
of such calendar month with a Federal Reserve bank. The remittance of such 
amount shall be accompanied by a Federal Depositary Receipt (Form 450). Such 
depositary receipt shall be prepared in accordauce with the instructions and 
regulations applicable thereto. The employer, at his election, may forward such 
remittance, together with such depositary receipt, to a commercial banl- author- 
ized in accordance with Treasury Department Circular No. 84S, to accept remit- 
tances of the aforementioned taxes for transmission to a Federal Reserve bank. 
After the Federal Reserve bank has validated the depositary receipt, such deposi- 
tary receipt will be returned to the employer. Every employer making deposits 
pursuant to this section shall attach to his return on Form 941 for the calendar. 
quarter with respect to which such deposits are made, in part of full payment of 
the taxes shown thereon, depositary receipts so validated, and shall pay to the 
collector the balance, if any, of the taxes due for such quarter. 

(b) Payments for last month of the calendar quarter. — With respect to the 
taxes specified in paragraph (a) of this section for the last month of the calendar 
quarter, the employer may either include with his return direct remittance to 
the collector for the amount of such taxes or attach to such return a depositary 
receipt validated by a Federal Reserve bank as provided in paragraph (a) of this 
section. pIIyment of the taxes required to be reported on each return, in the 
form of validated depositary receipts or direct remittances, shall be made to the 
collector at the time fixed for filing such return. If a. deposit is made for the last 
month of the quarter, the employer shall make it in ample time (whether before, 
on, or after the 15th day of the succeeding month) to enable the Federal Reserve 
bank to r( turn the validated receipt to the employer so that it can be attached to 
and filed with the employer's return at the time so fixed. 

(c) Procurement of prescribed form. — Initially, Form 450, Federal Depositary 
Receipt, Ivill so far as possible be furnished the employer by the collector. An 
emplovcr not supplied with the proper form shoulcl maire application therefor 
to the collector in ample time to have such form available for usc in mal-ing 
his initial deposit within the time prescribed in paragraph (a) of i. his section. 
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Thereafter a blank form will be sent to the employer by the Federal Reserve 
bank wheu returning the validated depositary receipt. An employer may secure 
additional forms from a Federal Reserve bank by applying therefor and advising 
the bank of his identification number. (See section 40o. 107(d). ) The col 
lector will assign an identification number to each emplover who is not required 
either to withhold the employees' tax under section 1401 or to pay the employers' 
tax under section 1410. Every employer making deposits pursuant to this secfion 
shall make such use of his identification number as is prescribed by this section 
and by the instructions relating to Form 941 and to Form 450. The employer:s 
identification number and name, on each depositary receipt, should be the same 
as they are required to be shown on the combined quarterly tax return, Form 
941, to be filed with the collector. The address of the employer, as shown on 
each depositary receipt, should be the address to which the receipt should be 
returned following validation by the Federal Reserve bank. 

(This Treasury Decision is issued under the authority contained 
in sections 1429 and 3791 of the Internal Revenue Code (53 Stat. 178, 
467; 26 U. S. C. 1429, 3791). ) 

GEO. J. SCHOENEMANy 
Commissioner of Internal Revenue. 

Approved November 10, 1949. 
THCMAs J. LYNCEI& 

ActiraI 8eeretary of the Treasury. 
(Filed with the Division of the Federal Register November 18, 1949, 8: 46 a. m. ) 

SEGTIQN 1480: Other laws applicable. 
RzocIATIovs 106, SzcTIoN 402. 607a: Use of 

Federal Reserve banks and authorized com- 
mercial banks in connection with payment of 
taxes with respect to wages paid on or after 
Janua, ry 1, 1950. 
Use of Government depositaries in connection with payment of 

employment taxes. (See T. D. 5760, page 128. ) 



MISCELLANEOUS TAX RULINGS 

STAMP TAXES 

INTERXAL REVEXITE CODE 

SECTION 1802(b), AS AMENDED. — SALES AND TRANSFERS 

ITEGULh'EIONs 71 (1041) r SE&. "rloN 118. 8& ' . Sales and 
transfers subject to tax. 

1MB-18 — loo174 
6. C. M. o6070 

Applicabilitv of documentary stamp tax on transfers of rights to 
receive stock, imposed by section 1802(b) of the Internal Revenue 
Code, where, pursuant to an agrcernent, stock of a corpor&ation is 
issued to the partners of M Comparry, a partrrership, in their indi- 
vidual names in consideration of the transfer to the corporation of 
all of the assets of M Company and the complete cessation of its 
business. 

G, C. M. 23414 (C. 13. 1042 — 2, 254) modified. 

Advice is requested wii lr respect to the applicability of docuurentary 
stamp (ax on tra»sfevs of rights to receive stock, imposed by section 
1802(b) ol the Intel»al Revenue Code, where, pursuant to an agree- 
ment, stock of a covporr&tion is issued to the partners of &%1 Comp~any, 
a partnership, in their in&lividual nanres in consideration of the trans- 
fer to (lre corporation of all of the assets of M Company and thc com- 
plete cessation of its business. 

In 6. C. M. 23414 (C. B. 1942 — 9, 9, &4) it w;rs held on substantially 
similar f:lets that n transfer tax was incurred upon the transfer to 
the partners individually of the rights of the other parties to receive 
the shares of stock as coowners. 

Sectio» 1809(b) of the Intenral Reverrue Code, as amende&l, imposes 
a stamp (:rx on tra»sfev of rights to receive corporate stock. Section 
113. '&8 of Regulations 71 (1N1) includes among ex:rmples of taxable 
tra»sfer s the transfer from persons holding legal title as tenants in 
common, as joint te»:rrrts, or as te»ants by the cntiretv, to the same 
pevso»s sepavately to etTc&. t a partition, or from one person to two or 
move pevso»s, wlretlrev 'or riot including the transferor as tenants in 
common, as joint tenants, or as tenants by the entir ety. 

The consistent position taken by the Bureau is that a partnership 
is not;1 separate entity and that thc assets of a partnership are held 
by tire individual partners as c&rowners. Thus, where partnership 
assets are transferved there is no co»rpulsion to hold that the partner- 
ship as such has a right to the proceeds as is true where the assets of 
a col"pol"&&tron al'e tlansferred. 

The dissolution of a pavtnership aud the subsequent distribution 
of the partnership assets to the individual partners involves a partition 
or division of property held in cotenancy. However, cotenants may 

(127) 
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agree jointly to sell the property owned in common. and to receive back 
consideration as individuals without any division of the jointly held 
property. Thus, in order for a tax to attach in the present case, it 
must be found that the partners or cotenants had a right to receive the 
stock as cotenants. Since tliere is not necessarily an assumption that 
where cotenants sell property the consideration is received by thein 
as cotenants, the intent of the cotenants at the time of sale must be 
determined. Only if it is evident that the partners by their actions 
niust h, . ve intended to receive the stock of the corporation as cotenants 
is a transfer tax due when the stock is later distributed to the indi 
viduals. 

In the present case the agreement of the partners to sell all of the 
partnership assets along ivith the complete cessation of the partnership 
business is strong evidence of an agreement to dissolve the partnership 
relation. (I&usher v. I&~'sher& 188 Pac. (2d) 802 (1948); Cavasso v. 
Dotoney, 188 Pac. 594 (1920). ) Therefore, when the property held 
in coniinon was sold by the cotenants jointly, the cotenancy established 
by the partnership was destroyed. To hold that the right to receive 
the stock as consideration ever existed in cotenancy would require 
evidence that the parties intended that the stock was to be held in 
cotenancy. Vo such evidence exists in the present case. On the con- 
trary, the parties stipulated that the stock was to be received in their 
individual names. 

It is the opinion of' this once that the issue of stock by the corpora- 
tion to the partners of M Company in their individual names under the 
circumstances outlined above does not involve a transfer of the right 
to receive stock within the meaning of section 1802(b) of the Code, 
and accordingly, no transfer tax is due. 

(jr. C. ill. 28414, supra, is modified to the extent that it is inconsistent 
with the foregoing opinion. 

CHARLEs OLIPHANT& 
Chief Counsel, Bureau of Internal Revenue. 

SECTION 1801, AS AMENDED. — CORPORATE SECURITIES 
REGLLATIONS & 1 (1941) 

& 
SEGTioN 118. 55: Issues 1949 — 20 — 18196 

subject to tax. M. T. 88 

Applicability of the tax imposed by sections 1800 and 1801 of 
the Internal Revenue Code on the issuance of corporate securities 
to instruments termed "promissory notes" executed pursuant to and 
under the terms of a loan agreement. 

Advice is requested whether the following described corporate in- 
struments termed "promissory notes" constitute debentures withui 
the meaning of section 1801 of the Internal Revenue Code, and are& 
accordingly, taxable upon. issue. 

Sections 1800 and 1801 of the Internal Revenue Code impose a tax 
on all bonds, debentures, or certificates of indebtedness issued by any 
corporation, and all instrulnents, however termed, issued by any cor- 
poration with interest coupons or& in registered form, known generally 
as corporate securities. 

M Corporation, hereinafter called M, entered into a, loan agreeuieli& 
with V Insurance Co. , hereinafter called IV& in accordance with which 
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M issued to N interest-bearing notes evidencing the borrowing of a 
dollars, due y years from date of issuance. The agreement pursuant 
to which the notes were issued provides for an acceleration of the 
maturity date or prepayment prior to such date. The agreement 
limits M with respect to other corporate financing and the disposition 
of its assets and properties. M is also restricted in the declaration 
of dividends and in the modification of its corporate structure, being 
required to maintain specified minimum capital as long as the notes 
are outstanding, and to furnish balance sheets a»cl income and surplus 
statements and such additional informatio» regarcling its business 
afi'airs and financial condition as may reaso»ably be required by s. 
The Joan agreement, is made by M and N, subject to the approval of 
counsel as to fhe legality of the notes, and upon the representation of' 
X that it is acquiring the notes for ~the purpose of investment only 
and not with a view to the sale or disposition thereof. 

In General 3lotor» Acceptance Corporation v. ?Iicggine (101 I&'ed. 

(Bd) 593, Ct. D. 1708, C. B. 1948 — 2, 157; certiorari de»ied, 3M U. S. , 
810), it was held that certain instruments termed "notes, " should be 
classified as "clebentures" without regard to the name by which they 
were called. The court held that the type of instruments there in- 
volved fell within a, "class apart from ordinary commercial promis- 
sory notes and into the category of debentures as that term is used 
in the statute in its setting with bonds, and certificates of indebtcclness, 
to designate a type of cor porate securities which cloes not include orcli- 
nary promissory notes. " 

It is the opi»Ion of the Bureau that the instruments issued pur- 
sua»t to the agreeme»t i»volved in the present case create rights and 
liabilities not~commonly associated with promissory notes. 13y their 
terms ancl provisions, the instrume»ts represent a method of financing 
common to debentures, which is similar to that type of financing ac- 
complished through the medium of a public issuance of i»vestment se- 
curities under an inrlenture. Moreover, the instruments were issued 
by the corporate borrower to obtain capital for use in its business 
under conditions similar to the sale of bonds, debentures, or other 
investment securities. The fact that the borrow~ing is eA'ected (hrough 
one or more le»dens, rather than the general public, is not material 
to the question here at. issue. Thus, from an over-all standpoint, and 
not based upon any particular factor or condition, it is the opinion 
of the Bureau, in the light of the decision in the General Motors 
A. cccptance Corporation case, srr pen', that, the instruments involved in 
the present case should be. classed as debentures. Accordingly, they are 
subject to the tax imposed by sections 1800 and 1801 of the Code, as 
amended. 
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TRANSPORTATION TAXES 

INTERIIIAL REVEX L"E CODE 

TAXES ON SAFE DEPOSIT BOXES AND ON CERTAIN TRANSPORTATION 

AND COMMUi ICATIONS SERVICES 

REUUi. ATIDNs 42 (1942), SEGTIQN 180. 64: Trans- 1949 — 15 — 18188 

portation outside the northern portion of the T. D. 5708 

Western Hemisphere. 

TITI. L' 26 — INTERNAL REVENUE. — CHAI TER I, SUBCHAPTER C, PART 180, — 
TAXES OV SAFL DEPOSIT BOXES AND ON CERTAIN TRANSPORTATION AND 

COMMUNICATION SEIIVICL&'S 

Continuance of exemption, from the tax on transportation of 

persons, of certain foreign travel via Newfoundland. 

TREASURY DEPARTMENTS 

OFFICE OF COMMISSIONER OI' INTERNAL REVENUE~ 
Washington 85, D. C. 

To Collectors of Internal Revenue and Others Concerned: 

In order to conform Regulations 42 (1942 edition) [26 CFR, Part 

180], to the provisions of Public Law 85, Eighty-first Congress [C. B. 
1949 — 1, 299], approved Marcli 81, 1949, such regulations are amended 

as follows: 
PARAcRAPH 1. Immediately preceding section 180. 64, as added by 

Treasury Decision 5559 [C. B. 1947 — 1, 160], approved A. pril 18, 1947 

[26 CFR 180. 64], there is inserted the following: 
I'UBLIC LAW 36 (EIGHTY-FIRST CONGRESS), APPROVED 

MARCH 31, 1949 

section 3469(a) of the Internal Revenue Code (relating to 
the tax on transportation of persons) is hereby amended by inserting 
after the second sentence thereof a new sentence to read as follows: 
"A port or station within Newfoundland shall not, for the purposes of 
the precedin sentence, be considered as a port or station within 
Canada. " 

Sec. 2. The amendment made by this joint resolution shall apply to 
amounts paid for transportation on or after April 1, 1949. 

PAR. 2. Section 180. 64 is amended by adding at the end of the erst 
paragraph thereof the following sentence: 
A port or station within Newfoundland shall not, for the purposes of the preceding 
sentences of this paragraph, be considered as a port or station within Canada. 

(This Treasury Decision is issued pursuant to the authority con- 
tained in sect. ions 8472 and 8791 of the Internal Revenue Code (58 
Stat. 4 8, 467, 55 Stat. 722; 26 U. S. C. 8472, 8791) . ) 

Because of the technical nature of the anienclments made herein, it 
is found that it is unnecessary to issue this Treasury Decision with 
notice and public procedure thereon under section 4(a) of the Ad- 
ministrative Procedure Act, approved June 11, 1946, or subject to the 
effective date limitation of section 4(c) of said Act. 

FRED S. MARTINi 
Acting Commissioner of Inter~al Revenue. 

Approved June 27& 1949. 
TIIOMAS J, LYNCH, 

Acting Secretary of the Treasury. 
(Filed with the Division of the Federal Re ister June 30, 1949, 3:47 a. m, ) 
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PROCESSING TAXES 

INTERNAL REVENUE CODE 

SECTION 2470. — PROCESSING OF COCONUT OIL 

REOULATIONs 48 (1934), ARTIOI, E 6: Rates of 
tax. 

1949 — 20 — 13197 
Mim. 6432 

Termination, under section 506(b) of the Philippine 'Irade Act 
of 1946, of the suspension of the provisions of section 2470(a) (2) 
of the Internal Itevenue Code which imposes an additional tax of 
2 cents per pound upon the first domestic processing of certain 
coconut oil. 

TREASIIRY DEPARTMENT~ 
OPFICE OF CO1VIAIIssIONER OF INTERNAL REVENIIE, 

Washington 85, D. C. , 8eptember 18, 19', 9. 
Collectors of Internal revenue and Others Concerned; 

The Act approved September 16, 1042, as amended, 56 Stat. 7M, 
58 Stot. 64'?, suspended for the period from September 17, 1042, to 
and including June 80, 1946, the provisions of. section 2470(a) (2) of 
the Internal Revenue Code, which section imposes an additional tax 
of 2 cents per polmd on the first domestic processing of coconut oil 
or any combination or mixture containing a substantial quantity 
of coconut oil other than that wholly produced in the Philippine 
Islands or any possession of the United States, or produced wholly 
from materials grown or produced in the Philippine Islands or any 
possession of the United States. 

Section 505(b) of the Philippine Trade Act of 1946 (60 Stat. 157, 
22 U. S. C. (1946) 1855) provides that whenever the President, after 
consultation with the President of the Philippines, fincls that ade- 
quate supplies of neither copra nor coconut oil, the product of the 
Philippines, are reaclily available for processing in the United States, 
he shall so proclaim, an&1 after the date of such proclamation the 

rovisions of section 2470(a) (2) of the Internal Revenue Code shall 
e suspended until the. expiration of 60 days after he proclaims that, 

after consultation with the President of the Philippines, he has foun&1 
that such adequate supplies are so readily available. 

By his proclamation of June 27, 1946, the President continued the 
suspension of the additional tnx of 2 cents per pound imposed by 
section 2470(a) (2) of the Internal Revenue Code. 

The President, after consultation with the President of the Philip- 
pines concerning the supplies of. copra and coconut oil, the product of 
the Philippines, which are available for processing in the United 
States, on July 27, 1940, proclaimed that he has found that such. ade- 
quate supplies are now readily available for processing in the United 
States; and that the suspension of the provisions of section 2470(a) 
(2) of the Internal Revenue Code affected by his proclamation of 
June 27, 1946, will be terminated so that on and after August 27, 1049, 
the processing tax provided for in that section will be np~olicnble. 

Accordingly, the suspension of the additional tax of 2 cents per 
pound imposed by section 2470(a) (2) of the Code will be terminated 
so that on nncl after August 27, 1949, such additional tnx of 2 cents 
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per pound will be applicable upon the erst domestic processing of 
coconut oil other than that wholly produced in the Philippine Islands 
or any possession of the United States, or produced ~holly from ma. 
terials grown or produced in the Philippine Islands or any possession 
of the United States. 

Form 932, monthly return of the Tax on the First Domestic Process- 
ing or First Use of Coconut. Oil, Palm Oil, Palm Kernel Oil, etc. , is 
being revised as of August 1949, to provide space for proper report 
ing of the additional tax. Processors must keep sufBcient records tp 
enable the Bureau, upon investigation, to determine that the correct 
amount of tax has been paid with respect to the several kinds of coco- 
nut oil processed. 

Those processors who are 61ing returns on Form 932 should be fur- 
nished with a copy of this mimeograph, an additional supply of which 
will be forwarded for that purpose. Said processors should also be 
furnished with a supply of. Form 932, Revised August 1949. 

As of August 27, 1949, and to the extent hereinabove indicated, 
Mimeograph 6033 [C. B. 1946 — 2& 175] is hereby superseded. 

All correspondence in reference to this mimeograph should refer 
to the number thereof and the symbols MT: M. 

Gzo. J. SCHoz~vzMAN~ 
Comnvi sst'oner. 
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TOBACCO, SNUFF, CIGARS, CIGARETTES, ETC. 

INTER&AI. REVE &UE CODE 

RKGULATIGNs 8 (1034), ARTIcLEs 47 AND 76. 1940-20-13204 
T. D. 5746 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 140. — 
TAXES ON TOBACCO, SNUFF, CIGARS, CIGARETTES, CIGARETTE PAPERS 
AND TUBES, AND PURCHASE AND SALLi' OF LEAIi' TOBACCO 

Regulations relating to subdivision packages amended 

TREASURY DKPAIITMKN T& 

OFFICE OF CoMMISSIONKR OF INTERNAL REVENUE& 
[Vasht7&eton 85& D. C. 

To Collectorg of Interna/ Tte~enue and Other8 Concerned: 
Regulations 8 (1034 edition) [26 CFR, Part 140t but only as pre- 

scribed and made applicable to the Internal Revenue Code by Treas- 
ury Decision 4885 [C. B. 1030 — 1 (Part 1), 396], approved Februa&y 
11, 1939 [26 CFR Cum. Supp. , page 5876]& are hereby amendecl as 
follows: 

I ARAGIrAIH 1. Article 47 [26 CFR 140. 47] is amended to read as 
'f ollews: 

A&rrrc&. » 47. Svsor&ISI»N PARcELs. — The quantity of manufactured tobacco or 
snufi' contained in a stamped statutory box or package may be subdivided into 
parcels o& in any other manner satisfactory to the Commissioner. The caution 
notice provided by article 55 [90 CFR 140. 55] must not appear on any subdi- 
vision of a statutory box or package, but must appear only on the statutory 
box or packa'e on which the requisite tax stamps are affixed. Tobacco or 
snuff when subdivided must remain in the stamped statutory box or package 
until sold or delivered at arms length clirect to consumers, and the total net 
weight of tobacco or snuif' in each stamped statutory box or package must cor- 
responcl io ihe total clenominations of the tax stamps affixed to such box or 
package. 

PAR. 2. Article 76, as amencled by Treasury Decision 4781 [C. B. 
1937 — 2, 514], approved December 7, 1037 [26 CFR 140. 76], is further 
amendecl to read as follows: 

Agric&. K 70. SvsnrvIsroN PAncsns. Thc number of cigars or cigarettes con- 
tained in a stamped statutory box or package may be subdivided into parcels 
or in other manner satisfactory to the Commissiouer. The caution notice pro- 
vided by article 84 [90 Cli R 140. 84], factory b&'and provided by article 8:& [ "0 
CFR 140. SS&], and classif&cation clause provided by article 80 [20 CFR 140. S0], 
must not appear on any subdivision of a statutory box or package on which the 
requisite tax stamp is affixed. Cigars and cigarettes when subdivided must 
remain in the stamped statutory box or package until sold or delivered at arms 
length direct to consumers, and the total number of cigars or ci "arettes in each 
stamped statutory box or package must correspond to the denomination of the 
tax stan&p affixed to such box or package. 

(This Treasur' Decision is issued pursuant to the authority con- 
tained i» section 3791 of the Internal Revenue Code (53 Stat. 467; 
26 U. S. C. 3701). ) 

Because the sole purpose of the amendments made herein is to relieve 
restrictions, it is found that it is unnecessary to issue this Treasury 
Decision vvith notice ancl public procedure thereon»ncler section 4(a) 
ol' tile Aclministrative Procedure Act, approve&[ June ]1, ]046& or sub- 
ject to the effective date limitation of section 4(c) of said Act. 
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This Treasury Decision shall be efFective upori its filing for publi- 
cation in the Federal Register. 

GEO. J. SCHOENEMAK) 
C'onym~'ssioner of Internal Pevenue. 

Approved September I2, 1949. 
TIIoM&s J. LrNcH& 

Acting 8ecretary of the Treastlry. 
(Filed with the Division of the Federal Register September 15, 1940, 8; 48 a. m. ) 
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FEDERAL FIREARMS ACT (1938) 

1949-26-13262 
T. D. 5708 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 615. — 
LICENSING UNDER THE FEDERAL IrIREARMS ACT OF MANUFACTURERS OF, 
AND DEALERS IN, FIREARAIS OR A3IMUNITION 

[Treasury Decision 5646] 

Dealers' records 

TREASURY DEPARTiIIEVTi 
OFFICE OI' COMMISSIONER OF INTERNAL REVENUE) 

Washington 85, D. C. , Decem her 8, 19~l9. 

7'o Collectors of lnternul Revenue ond Others Concerned: 
On September 17, 1949, notice of proposed rule making regarding 

dealers' records of transac~tions in firearms was published in the Fed- 
eral Register (14 F. R. 5728). No objection having been received, the 
following amendment to Treasury Decision 5646 tC. B. 1948 — 2, 194], 
approved July 20, 1948 [20 CIPR, I'art 815], is hereby adopted. The 
amendment is designed to establish a uniform requirement, as to the 
place where records of licensed dealers shall be kept. 

Section 615. 10(b) is anlended by striking therefrom the first sentence 
(hereof and inserting in lieu of such sente7ice the following: 

I;ach licensed dealer shall maintain at each store or place where firearms are 
sold or kept a coiiiplete and adequate record of all firearms (not including parts 
of firearms but including firearms in an unassembled condition) acquired or 
disposed of in the course of his business at such store or place. If desired, dupli- 
cate or additional records of transactions at branch establishments may Tlso 
be maintained at the home or central establishment. 

(This Treasury Decision is issued under the authority contained in 
section 7 of the Fecleral Firearms Act (52 Stat. 1252; 15 II. S. C. 907) . ) 

THoMAs J. LTNCII, 
Acting Secretary of the Treasury. 

(Filed with the Division of' the Federal Register December 8, 1949, 8: 50 a. m. ) 





MISCELLANEOUS RULINGS 

SECTION 3 OF THE VINSON ACT (48 STAT. 508) 505), 
AS AMENDED 

1049-20-13108 
Mim. 6433 

Extension of time until November 15, 1949, of the date for filing 
annual reports of profit under the profit limitation provisions of the 
Vinson Act (48 Stat. 503, 505), as amended, for the calendar year 
1948 and for the fiscal year ended January 31, 1949. 

TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVEN17E& 

W'ashington 88, D. C. , September 18, 19q9. 
Collectors of Internal Eevenue, Internal Revenue Agents in Charge, 

Beads of Field Divisions of the Technical Staff, and Others 
Concerned: 
H. R. 4146, An Act, Making appropriations for the National Secu- 

rity Council, the National Security Resources Board, and for military 
functions administered by the National Military Establishment for 
the Fiscal year ending June oo0, 1950, and for other purposes, passed in 
the House of Representatives April 13, 1040, was amended and passed 
by the Senate on August 29, 1040. Section 622 of the bill, as amended, 
reads in part: 

(b) Notwithstanding any agreement to the contrary, the profit liniitation 
provisions of the Act of March 27, 1934 (48 Stat. 503, 505), as amended and 
supplemented, shall not apply to any coutra. ct or aubcoutract which is subject to 
the Renegotiation Act of 1948, 

The annual reports of. contracts and subcontracts coming within 
the scope of the Act of' March 27, 1934 (48 Stat. 503, 505), as amended, 
also referred to as the Vinson Act, for the calendar year 1048 and the 
fiscal year ended January 81, 1940, are due to be Filed on or before 
September 15, 1040, and October 15, 1940, respectively. 

It is expected that, H. R. 4146 ivill receive further consideration in 
conference and, if this provision is enacted in the bill, it, will retro- 
actively eliminate tlie necessity for including in the annual reports 
of profit the profit and excess profit on contra~cts and subcontracts to 
which the exemption applies and require the refunding of any excess 
profit theretofore paid with respect to such contracts and subcontracts. 

Tlierefore, a general extension of time is hereby granted to contrac- 
tors and subcoiitractors up to ancl including November 15, 1040, for 
filing aiuiual reports of profit m«ler the Vinson Act (48 Stat. 508, 505), 
as amended, for the calendar year 1048 and for the fiscal year ended 
January 31, 1940. Contractors and subcontractors wlio take advan- 
tage of this extension of time will be charged interest at the rate of 
6 percent per annum on the unpaid installments of excess profit, if 

868072' — 50 10 (137) 
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an, from the original due date until paid. The foregoing extension 
of time is granted under section 58(a) (9) of the Revenue Act of 1934, 
as made applicable by section 651 of the Internal Revenue Code. 

Correspondence in regard to this mimeograph should refer to its 
number and the symbols IT: EIM. 

GEO. J. SCHOENEMAN, 
Covnmi ss~'oner 

I 

SECTION 8809. — VERIFICATION OI' RETURNS: 
PENALTIES OF PERJURY 

1949 — 24-18M/ 
T. D. 5 f 5'Z 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER E, PART 475 
REGULATIONS UNDER SECTION 3800 OF THE INTERNAL REVENUE CODE 

Verification of returns, statements, and documents by declaration 
under penalties of perjury required in lieu of verification by oath, 
wherever the prescribed form contains such declaration. 

TREASURY DEPARTiIENTi 
OFFICE OI' COMMISSIONER OF INTERNAL REVENUE& 

TFashington 85, D. C. 
To CoZZectors of InternaZ Revenue and Others Concerned: 

The following regulations relating to section 8809, Internal Rev- 
enue Code, are hereby adopted: 

SEC. 4. VERIFICATION OF RETURNS. [PUBLIC LAW 271, EIGHTY-FIRST CONGRESS, APPROVED AUGUST 27, 1949. l 
(a) Chapter 3S oi the Internal Itevenue Code is hereby amended by inserting at the end thereof the following new section: 

"SEC. 3809. VERIFICATION OF RETURNS; PENALTIES OF PERJURY. 
"(a) PEyAzTIFs. — Anv person who willfully makes and subscribes any return, statemerit, or other document, which contains or is verified by a writ(. en declaration that it is made under the penalties of perjury, and which he does not believe to be true and correct as to every material matter, shall be guilty of a felony, and, upon conviction thereof, shall be fined not more than @, 000 or imprisoned not more than five years, or both. 
"(b) SiuyArvBE PBEsuMEn CoaiiEcr. — The fact that an individual's naine is signed to a return, statement, or other docuinent filed shall be prima facie evidence for all purposes that the return, statement, or other document was actually signed by him. "(c) VERIFICATION Iy LIEU OF OATH. — The Commissioner, under regu- lations prescribed by him ivith the approval of the Secretary, may require that any return, statement, or other document required to be filed under any provision of the internal revenue laws shall contain or be verified bv a ivritten declaration that it is made under the penalties of perjury, and such declaration shall be in lieu of any oath otherivise required. " 
(b) Sections 51(d), 145 (c), and 1630 of such Code are hereby repealed. 
(c) The amendments made by this section shall be applicable with respect to any return, statement, or document filed after the date of the enactment of this Act. 

SECTION 47o. l. VERIFICATIO+ BY DEcLARATION IN LIEU OF OATH. — If the form officially prescribed for any internal revenue return, statement, or ather docu- 
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ment contains therein provisions for verification by a written declaration that 
such return, statement, or other document is Inade under penalties of perjurv, 
such return, statement, or other document shall be verified by the execution of 
such declaration, and such declaration so executed shall be in lieu of any oath 
otherwise required for verification by law or by regulations (including Treasury 
Decisions) prescribed by the Commissioner witli the aplnoval of the Sicrctary. 

SEC, 470. 2. Paion PEGULATIorrs VALID. — All regulatious (including all Treasury 
Decisions) prescribed by the Coinmissioner with the approval of the Secretary 
under section 1030(a) of the Internal Revenue Code and in effect on the ilute of 
the enactment of Public Law 271, Eighty-first Congress, August "7, 1040, are 
hei'eby prescribed under section 3809(c), Internal Revenue Code. 

SEc. 470. 3. EEEEcrivE DArs. — These regulations shall be effective ou and after 
August 28, 1049. 

(This Treasury Decision is issued under authority of section 3791, 
Internal Revenue Code (53 Stat. 467; 26 U. S. C. 3791). ) 

Because the amendments made by this Treasury Decision will 
operate to relieve taxpayers from a limitation applicable under exist- 
ing laws and regulations, and to continue certain relief already 
granted, it is found that it is unnecessary to issue this Treasury Deci- 
sion with notice and public procedure thereon under section 4(a) of 
the Administrative Procedure Act, approved June 11, 1946, or subject 
to the efFective date limitation of section 4(c) of said Act. 

GEO. J. SOFFOZNEMAN7 
Commissioner of 1nternal Revenue. 

Approved November 8, 1949. 
THOMAS J. LYNCH' 

Act'ng 8ecretary o j the Treasury. 

(Filed with the Division of the Federal Register November 8, 1949, 8: 48 a. m. ) 
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INlj)USTRIAL ALCOHOL 

INTERXAL REVENUE CODE 

REGULATIQNs 3, SEOTIGNs 182. 12) ETc. 1949 — 15 — 18184 
T. D. 5711 

TITLE r6 — INTERNAL K 'RVAL KEYENUE. — — CHAPTER I, SUBCHAPTER C, PART 162 
INDUSTRIAL ALCOIIOL 

Amending Regulations 8 

TREASURY DEPARTMENT) 

OFFICE OF COMMISSIONER OF INTERNAI. REVENUE) 
Washington 85, D. 0. 

l'o District Supervisors and Others Concerned: 
1. On March 4, 1949, a notice of proposed rule making, regarding the 

producton of industrial alcohol, was published in the Federal Register 

2. After consideration of all such relevant matter as was presented 
by interested persons regarding the proposal, Regulations 8 (26 CFR, 
Part 182), approved March 6, 1942, is amended, as follows, by- 

(a) revoking sections 182. 211, 182. 803, and 182. 488; 
(b) amencling sections 182. 12, 182. 18, 182. 14, 182. 18, 182. 19, 

182. 44 (first paragraph), 182. 49 (first paragraph), 182. 57, 182. 59, 
182. 68, 182. 72, 182. 78, 182. 74 (first paragraph), 182. 80, 182. 99, 
182. 110, 182. 113, 182. 114, 182. 121, 182. 122 (first paragraph), 
182. 149, 182. 151, 182. 158, 182. 155, 182. 160, 182. 168, 182. 181, 182. 207, 
182' 208& 182 210& 182 212& 182 217' 182 218& 182 219& 182 262(a') (8) 
182. 269, 182. 270, 182. 272, 182. 278 (a) (8), (b) (8), 182. 284, 
182286(b)&182297&182'829y182856y182432y182478' 182502 
182. 519(b), 182. 527 (a), (c), 182. 589, 182'. 540, 182. 541 182. 684 
182685 182. 657, 182. 665, 182. 666, 182. 691, 182. 728 (first para- 
glaph) y 

182 778& 182' 774& 182 780~ 182 815 182 816' 182 855 (a) (4) 
(b), 182. 868, 182. 870, 182. 874 (b), and 182. 895; and 

(c) adding new sections 182. 15a and 182. 868a. 
SEC. 182. 12. SREOIALI v DENArvRrn AIconoI. UsERs PREMIERS. — A manufacturer 

qualifying under theseregulatiuns for the use of specially denatured alcohol must 
have suitable premises for the business being conducted, as indicated by section 
1S2. 0(n). Proper storage facilities must be provided on the premises for safe- 
guarding the specially denatured alcohol receive(1 for use. These storage facili- 
ties must consist of a storeroom or si, orage tanks (not necessarily in a room or 
building), or a combination of storeroom anrl stora, e tanks. The storage facilities 
must be constructed in accorrlian«e with section 182. 57. (Secs. 810~&, 8124(a) (0), 
8170, I. 1. . C. ) 

SEC. 1S2. 18. SPECIALLv DENATIIRED ALcoHoL BCNDED DEAI. ER PREMISEs. — A 
bonded dealer qualifying under these regulations for the sale of specially de- 
natured alcohol must have suitable premises for such business, as indicated by 
section 182. 0(n). Proper stora e facilities must be provided on the premises for 
safeguarding the specially denatured alcohol received for sale. These storage 
facilities must consist of a storeroom or storage tanks (not necessarily in a room 
or buildin ), or a combination of stor eroom and storage tanks. The storage facili- 
ties must be constructed in accordance with section 182. 50. (Secs. 810D, 
8124(a) (0), 8170, I. R. C. ) 

Src. 182, 14. TAN-I~'REE Ar. coIIon I)sER's PRE~IEEs. — A tax-free alcohol user 
qualifying under these regulations for the use of alcohol free of tax must have 
suitable premises for the activities being conducted, as indicated by section 
182. 0(R). Proper storage facilities must be provided on the premises for safe- 
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guarding the alcohol received for use. The storage facilities shall consist of a 
room or compartment, constructed in accordance with section 182. 61. (Secs. 
3105, 8124 (a) (6), 8176, I. R. C. ) 

SEc. 182. 15a. EqvIPlIENT NCT IN BUILDINGS. — Notwlthstancllng othel' provisions 
of these regulations, the Cotrnnissioner may, in his discretion, approve industrial 
alcohol plants consistin, in whole or in part, of equipment and apparatus not 
locate&1 in a room or building, if, in his opinion, the location and construction are 
such that the safety of the alcohol and the revenue are not endangered. Hi. h- 
lvine tanks, receiving tanks, and other tanl-s used for the receipt and storage of 
alcohol must be enclosed and protected in the manner required by section 182. 44. 
An adequate number of electric floodlights shall be installed for properly lighting 
the premises at night. Any other protective measures deenle&l essential by the 
district supervisor or the Cotumissioner may be required. (Secs. 8105, 
8124(a)(6), 8176, I. R. C. ) 

SEC. 182. 18. W&rz. s. — The outside tvafls of industrial alcohol plant buildings 
must be securely and substantially constructed. If wood, corrugated iron, or tin 
is used, the same nmst be applieil over solid sheathing for the first 12 feet of 
height, and over solid sheathing or sheathing spaced not greater than 12 inches 
from board to board for the remaining height. Where substantial sheet metal is 
used and the sheets are welded together in such Inanner as to constitute a solid 
wall, sheathing, if used, may be applied in any manner desired. (Secs. 3105, 
8124(a) (6), 3176, I. R. C. ) 

SEc. 182. 19. RooFs. — The roofs of industrial alcohol plant buildings must b' 
securely and substantially constructed. Where corrugated iron or tin is used, 
the same must be applied over sheathing spaced not greater than 12 inches 
from board to board. Where substantial sheet metal is useil and the sheets 
are welded together in such a manner as to constitute a solid roof, sheathing, 
if used, may be applied in any manner desired. (Secs. 8105, 8124(a) (6), 3176, 
I, R. C. ) 

SEC, 182. 44. STOExGE T~NIIS ~s WlittEHOVSES. — The Commissioner may approve 
permanent storage tanks not located 

lecithin 

a room or building as a bonded 
warehouse, or a part thereof: Provided, That such tanks are constructed, 
equipped, and enclosed in conformity with the following requirements: 

0 

SEc. 182. 49. CCNSTRUOTION. — Denaturing plants must be constructed in ac- 
cordance with the applicable provisions of sections 182. 15 to 182. 25, inclusive, 
and sections 182. 41 and 182. 44. The construction of the denaturing plant shall 
also conform to the following additional requirements: 

SEc. 182. 57. CoNsTRUGTIQN. — A manufacturer using specially denatured alcohol 
must provide on the manufacturing premises covered by the basic permit a 
specially denatured alcohol storeroom for the storage of specially denatured 
alcohol, except that this requirement shall not apply where permanently fixed 
metal tanks, of such size that they cannot be readily removed and so constructed 
that they can be securely locked, are installed on the manufacturing premises 
for the storage of specially denatured alcohol. The walls and ceiling of the 
storeroom must be securely constructed of substantial materials. The entrance 
door must be equipped with a cyliniler lock or with a hasp and staple for the 
reception of a padlock so as to afford proper protection to the denatured 
alcohol stored therein. The renlaining doors, windows, and other openings 
must be equipped with hardware for securing the same on the inside of the 
storeroom. Specially denatured alcohol stora "e tanks may be placed under- 
ground. Such tanks nlust be equipped for locking and so constructed that the 
contents can be ascertained. F' or underground tanks, the identifying sign re- 
quired by set'tion 18'2. 58 shall be placed at a convenient anil suitable location. 
(Secs. 8105, 3124 (a) (0), 3176, I. R. C. 

SEC, 182. 59. CoxsrsvcTIoN. — A dealer in specially denatured alcollol nlust 
proviile on the premises covered by the basic permit a specially denatured 
alcohol storeroom for the storage of specially denatured alcohol. Permanently 
fixed metal tanl-s, of such size that they canuot be readily removed and so 
constructed that they can be securely locked, may be located without the 
storeroom and used for the storage of specially denatured alcohol. Specially 
denatured alcohol in original packages, or other portable receptacles, must be 
stored in the specially denatured alcohol storeroom. The walls and ceiling 
of the storeroom must be securely constructed of substantial materials. The 
entrance door must be equipped &vith a cylinder lock, or with a hasp and 

stap[p for the reception of the padlock, so as to afrord proper protection to 
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the denatured alcohol stored therein. The remaining doors, windows, and 
other openings must be equipped with hardware for securing the same on the 
inside of the storeroom. Specially denatured alcohol storage tanks may be 

placed underground. Such tanks must be equipped for locking and so con- 
structed that the contents can b ascertained. For underground tanks, the 
identifying sign required by section 182. 60 shall be placed at a convenient and 
suitable location. (Secs. 3105, 8124(a) (6), 8176, I. R. C. ) 

SEc. 182. 68. ScAI. Es. — The proprietor must provide in the receiving room suit- 
able and accurate scales for weighing packages of alcohol. The proprietor 
must also provide on the industrial alcohol plant premises suitable and accurate 
scales for the weighing of grain and other nonliquid distilling materials received 
and used: Pronided, That where the proprietor receives shipments of materials 
by rail or motor carrier, the shipper's weights appearing on the bill of lading 
or invoice may be recorded as the amount received; and, in such eases, track 
or truck scales for weighing the materials received need not be furnished. 
If the industrial alcohol plant is equipped with meal hoppers mounted on scales, 
the Ineal may be weighed therein. Beams or dials of scales used to weigh 
packages must indicate weight in half-pound graduations: ProIIided, That if 
packages containing exactly 1, 2, 5, and 10 wine gallons, which would require 
weighing in terms of pounds and ounces, are filled or received, scales indicating 
weight in ounce graduations must be provided. The beams or dials of weighing 
tank scales must indicate weight in 5-pound graduations for scales up to and 
including 25 tons capacity; in 10-pound graduations for scales exceeding 25 tons 
capacity, but not exceeding 60 tons capacity; and in 20-pound graduations for 
scales having a capacity of more than 60 tons. (Secs. 2808, 8105, 8124(a) (6), 
8176, I. R. C. ) 

SEO. 182. 72. WAsHwATER REGEIVINQ TANKs. — If carbon dioxide is recovered 
and the washwater is used in the manufacture of alcohol, there must be provided 
a sufficient number of washwater receiving tanks, which shall be constructed of 
metal and bc of uniform dimensions from top to bottom. Each such tank shall 
be equipped with a suitable measuring device whereby the actual contents ivill 
be correctly indicated. There must be painted on each tank the words "Wash- 
water Receiving Tank, " followed by its serial number and capacity in wine gal- 
lons. The outlet valve must be equipped for the reception of Government lock. 
Such tanks, if connected with low-wine tanks, stills, or other distilling apparatus, 
shall be connected by means of fixed metal pipe lines for the purpose of trans- 
ferring the washwater. If the washwater is not used in the manufacture of 
alcohol, as provided by section 182. 891, washwater receiving tanks need not be 
installed. (Secs. 2828, 2829, 3105, 8124(a) (6), 8176, I. R, C. ) 

SEc. 182. 78. STII. I. s. — The stills must be of substantial construction, and must 
have a clear space of not less than 1 foot around them. The steam or fuel line to 
each still shall be equipped with a valve so constructed that it may be locked with 
a Government lock, as provided in section 182. 67. The drain and wash-out pipes of stills must also, ivherever practicable, be equipped with valves so constructed that they may be locked with Government locks. If there is a furnace under 
the stills or doublers, the door thereto must, as provided in section 182. 67, be so constructed that it may be secured with a Government lock. There must be a clear space of not less than 2 feet around every doubler and condenser or worm tank. The doubler and worm tanks must be elevated not less than 1 foot from the fioor. Every still must be numbered, commencing with number 1, and have 
painted thereon its designated use, such as "Beer Still, " "Doubler, " "Rectifying 
Column, " etc. , and its number. The capacity of stills and doublers shall be determined in accordance with section 182. 915 and marked thereon. Where the still is insulated or the manufacturer's serial number is otherwise obscured, such number and capacity will likewise be painted on the covering of the still. (Secs. 8108, 8105, 8124(a)(6), 8176, I. R. C. ) 

SEc. 182. 74. GENERAL REQUIREMENTs FQR TANKS AND OTHER EQUIPMENT. — All tanks used as receptacles for spirits between the outlet of the first condenser or worm and the receiving tanks shall be constructed of metal, and shall be of uni- form dimensions from top to bottom. Each such tank shall be equipped with a suitable measuring device whereby the actual contents will be correctly indicated. All tanks must be so constructed as to permit examination of every part thereof, and so arranged as to leave an open space of not less than 8 feet between the top and the roof or fioor above. Where tanks are equipped with manholes or valves in the top, which are required to be locked with Government locks, suitable walks or landings Ivith steps or stairways leading thereto, must be provided near the top of such tanks in order that ready access may be had by Government officers 
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to the manholes. District supervisors may require such walks or landings, with 
steps or stairways leading thereto, to be installed at plants now operating, where 
the tanks have manholes or valves in the top, which are required to be lockerl yvith 
Government locks, and the present method of gaining access to the top of the 
tanks is hazardous or unsafe to Government officers who are required to open 
and close the locks on such manholes or valves, or to inspect the contents of the 
tanks from time to time. All tanks, such as low-wine tanks, high-wine tanks, 
heads and tails tanks, fusel oil tanks, distilled water tanks, and similar equip- 
ment, shall each have plainly and legibly painted thereon its designated use, 
serial number, and capacity in wine gallons. Manheads, inlets, and outlets of the 
tanks and all necessary openings in the distilling apparatus and equipment, 
except column stills, whereby access may be had to the alcohol, must be provided 
with facilities for locking with Government locks: Provided, That distilled water 
storage tanks need not be so equipped unless a pipe line is connecterl therewith 
for the conveyance of distilled water to contiguous establishments, as provirled 
in section 182. 76. All openings in tanks and other distilling apparatus and 
equipment, which are not absolutely necessary and which can be permanently 
closed without interference Ivith plant operations, shall be closed by brazing, 
welding, or otherwise securely fastening and sealing. Tanks used as receptacles 
for alcohol may be permanently connected with pipe lines for the conveyance 
thereto of air anti distilled water, but the distilled yvater pipe line must be affixed 
to the top of the tank, and may not extend into the tank. Such pipe lines must be 
equipped with a control valve which may be locked with a Government lock. 
Pipe lines used for the conveyance of air must also be equipped with a check 
valve located near the point of entry to the tank in order to effectively prevent 
any abstraction of alcohol from the tank. Pipe lines, except those indicated 
herein and those used for the conveyance of alcohol, may not be permanently 
connected with such tanks. 

SEC. 18280 REOEIVING TANKs. — The proprietor must provIde in the receiving 
room receiving tanks of. sutficient capacity to hold at least the maximum quantity 
of alcohol that can be distilled durin a day of 24 hours. Receiving tanks must 
be constructed and arranged in conformity with the requirements of section 
182. 74, and, in addition thereto, such tanks must be elevated not less than 18 
inches from the floor and so separated that Government ofi5ccrs may pass com- 
pletely around each. Each receiving tank must be equipped with a suitable 
measuring device whereby the actual contents will be correctly indicated, and 
slrall have plainly and legibly painted thereon the words "Receiving Ta. nk, " 
followed by its serial nunIbcr and capacity in wine gallons. Pipe lines con- 
nected with receiving tank-s must be brazed, welded, or otherwise secured and 
sealed, to the tanks in such a manner that they cannot be detached m altered 
without showing evidence of tampering. Except as provided by section 182, 74, 
pipe lines for the conveyance of water, air, or other substance than alcohol may 
not be permanently connected with receiving tanks. (Secs. 2823, 2829, 3103, 3106, 
3124(a) (6), 3176, I. R. C. ) 

Sro. 182. SS. TANIts. — If the proprietor desires to receive specially denatured 
alcohol in tank cars, tank trucks, or by pipe line from a denaturing plant on con- 
tiguous premises operated by him, he must provide tanks for the storage of the 
specially denatured alcohol so received by him. Each such tank must bp con- 
structetl of metal, and equipped with a suitable measuring device whereby the 
actual contents will be correctly indicated: Provided, That wooden tanks may 
be used for formulas for which metal tanks are unsuitable. Each such tank shall 
have plainly and legibly painted thereon the words "Specially Denatured Alco- 
hol Storage Tank, " followed by its serial number und capacity in wine gallons. 
The tanks shall be equipped for lockiug in such a manner as to prevent access 
to the denatured alcohol. Specially deuatured alcohol storage tanks may be 
placed underground. For such under round storage tanks the identifying sign 
shall be placed at a convenient and suitable location. (Secs. 2820, 3105, 3124 
(a) (6), 3176, I. R. C. ) 

Src. 182. 110, DEEORFPIIGN QF PREMIszs. — The lot or tract of land on which the 
inrlustrial alcohol plant, bonded warehouse, or denaturin plant (or any com- 
bination thereof) is situated, must be descIibed on Form 1431 by courses and 
distances, in feet and inches, with the particularity required in conveyances of 
real estate, If the premises consist of two or more lots or parcels, the condition 
of the title to which is not the same, the entire prenIises shall be first described, 
followed by a separate description by courses and distances, in feet and inches, 
of each such lot or parcel. The continuity of the premises must be unbroken, 
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except that the premises may be divided by a public street or highway if parts 

f tl emises so divided abut on such street or biglnvay opposite each other. 

The premises may be similarly divided by a railroad right-of-way if t e rai road 

is a common carrier. In such cases, each tract of land constituting the premises 

shall be described separately on the form. It a portion of the premises is owned 

in fee, unencumbered, by the proprietor, or a portion is owned by the proprietor 

but is encumbered, or a portion is not owned by the proprietor and be has pro- 

cured consent, Form 1602, from tbe owner and from any encumbrancer, the 

entire premises shall be described first, followed by a separate descriptiou, by 

courses and distances, in feet and inches, of the portions thereof whicli are en- 

cumbered and/or of the tract which is not owned by the proprietor. (Secs. 
2800(e)(1), 8105, 8112(a), 8124(a)(6), 8176, I. R. C. ) 

SEc. 182. 118. CoNDITIDN oF TITLE To PREMISES. — The condition of title to the 
premises shall be shown on Form 1481. If the proprietor is not the owner in 

fee, unencumbered by any mortgage, judgment, or other lien, of the lot or tract 
of land on which the'industrial alcohol plant, bonded warehouse, or denaturing 
plant is situated, tbe name and address of the owner of the fee, and of any 
mortgagee, judgment-creditor, and of any person having a lien thereon, shall be 
stated. Where the written consent of the owner of the fee, and of any mort- 

gagees, judgment-creditors, or other lienors, is filed for an industrial alcohol 
plant or bonded warehouse, as provided in section 182. 119, or where an indem- 

nity bond is filed in lieu of such written consent, as provided in sect. ion 182. 122, 
such fact, together with information as to the kind, date, and am'ount of the 
encumbrance and the balance due thereon shall be shown on the Form 1481 in 
connection with the statement of the present condition of the title. In cases 
where an indemnity bond is filed, the rlate of the district supervisor's approval 
of the filing of such bond shall also be given. (Secs. 2800(e) (1), 2815(b) (1), 
8105, 8112(a), 8124(a)(6), 8176, I, R. C. ) 

Ssc. 182. 114. CoNDITIoN oF TITLE To Ar'PARATUs AND EOUIPMENT. — The proprie- 
tor's title to, or interest in, the distilliu, warehousing, or denaturing appartus 
and equipment shall be shown on Form 1481. If the yroprietor is not the owner 
of such apparatus and equiyment, unencumbered by any mortgage, judgment, or 
other lien, the name and address of the owner thereof and ot' any mortgagee, judg- 
ment-creditor, conditional sales vendor, or other lienor, shall be stated. Where 
the written consent of the owner and of the mortgagees, judgment-creditors, con- 
ditional sales vendors, or other lienors, is filed for an industrial alcohol plant or 
bonded warehouse, a. s provided in section 182. 119, or where an indemnity bond is 
filed in lieu of such written consent, as provided in section 182, 122, such fact, to- 
gether irith information as to the kind, date, and amount of the encumbrance and 
the balance due thereon, or, if the apparatus was purchased under a conditional 
sales contract, or other form of title retaining contract, the purchase price and the 
balance due shall be shown in connection with the statement of the proprietor's 
title, or interest in, the property. In cases where an indemnity bond, Form 1604, is 
filed, the date of the district supervisor's approval of the filing of such bond shall 
also be given. (Secs. 2800(e) (1), 2815(b) (1), 8105, 8112(a), 8124(a) (6), 8176, 
I. R. C. ) 

SEc. 182. 121. APPLIOATIDN. — The application shall contain (1) an accurate 
description of the lot or tract of land on which the industrial alcohol ylant or 
bonded warehouse is situated, and of the buildings, and the distilling apyaratus 
and equipment thereon; (2) a full and clear statement of the condition of the 
title to the premises and apparatus and equipment, including the name and address 
of the owner and of all mortgagees, judgment-creditors, conditional sales vendors, 
and other persons having liens thereon, the kind, date, and amount of each en- 
cumbrance and the balance due thereon, and, in the case of apparatus and equip- 
ment purchased under a conditional sales contract, or other form of title retain- 
ing contract, the purchase price and the balance due; and (8) a full aud clear 
statement of the reasons why the applicant cannot obtain the prescribed written 
consent. The district supervisor will take action on such application in accord- 
ance with the procedure prescribed '. n section 182. 284. (Secs. 8108, 8105, 8124 
(a) (6), 8176, I. R. C. ) 

SEc. 182. 122. BoND, FOIIM 1604. — If the application is approved by the district 
supervisor, the applicant shall execute bond on Form 1604, "Indemnity Bond, " 
in triplicate, in conformity with the provisions of sections 182, 184 to 182. 205, 
inclusive, and file the same with the district supervisor. The penal sum of the 
bond shall be equal to the appraised value of the lot or tract of land on which 
the industrial a)cobol plant or, except as provided in paragraph (a), the bonded 
warehouse is situated, and the buildings, apparatus, and equipment thereon: 
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Pron(de&I, That the maximum penal sum of the bond shall be $50, 000 for an 
industrial alcohol plant, or an industrial alcohol plant and bonded warehouse situ- 
ated on the same premises, and $10, 000 for a bonded warehouse situated elsewhere. 
If such bond is filed in less than the maximum penal sum and the value of the 
premises, buildings, or apparatus or equipment is increased by additional 
land, buildings, or apparatus or equipment, an additional bond on such form 
to cover the increase in value will be required: Prooide&l f«etl&er, That if such 
increase in value is less than $1, 000, no additional bon&1 will be required, nor will 
an additional bond be required in excess of the maximum penal sunis specified 
herein. In the event of the failure of bond on Form 1604, the proprietor will be 
no longer qualified unless a new and satisfactory bond is filed, or consent, as 
required by section 182. 119, is obtained. 

SEc. 182. 140. I. ABET s AND ADvERTISING ihiATTER. — Samples of labels or facsimiles 
thereof (or sketches, subject to the filing of the actual labels, if approved) must 
be attached to each copy of the Form 1470 — A. . Advertising matter also must 
be attached when required by these regulations or by the Commissioner. Where 
permittees change labels which have been previously approved or. provide new 
labels for products, the formula for which has been previously approved, samples 
of the changed or new labels, or facsimiles thereof (or sketches, subject to the 
filing oi the actual labels, if approved) must be submitted, attacned to Form 
1479 — A, in quadruplicate, to the Commissioner for approval. In such cases, the 
formula need not be restated on Form 1470 — A, but the form should be mart-ed 
''For label approval only, " and should give the name under which the preparation 
was previously approved, the laboratory number of the approved sample, if any, 
and the date of approval. The Commissioner will take action on the proposed 
changes in accordance with section 182. 151. The approval of labels by tlie Com- 
missioner is limited only to the manufacturing data required by these regulations, 
and does not extend to the context of the label relative to the brand or name of 
the preparation, directions for use, claims of eificiency or strength, or other state- 
ments. Such approvals are made with the following wording: "APPRovsn, CoN- 
PGRMs To INTERNAL REvENOE REG. 3. " (Secs. 3105, 3114(c), 3124(a) (6), 8176, 
I. R. C. ) 

Szc. 182. 151. APPRovAL oR DI$APPRovAL ol' SAMPLEs, Foi&il&II, As, PRoczssES, 
LARELs, AND AnvE1&TISING MATTER. — Upon examination of the sainples, formulas, 
processes, labels, and advertising matter by the Cornrnissioner, he will note his 
approval or clisapproval on all copies of Form 1470 — A, retain one copy of the 
form, and forward the other three copies to the district supervisor, who ivill 
retain one copy for his files, furnish one copy to the branch laboratory for his 
district, and forward the third copy to ihe applicant. Both sets of the saruples 
will be retained by the Commissioner, one of which will be furnished to the 
branch laboratory when needed. In addition to the other limitations in these 
regulations, the Commissioner may, in approving Forms 1479 — A, specify thereon 
the maximum size of the containers in which any preparation may be sold;ind the 
maximum quantity that may be sold to any person during a calendar month, 
The approval of the article or preparation by the Commissioner will be based on 
laboratory examination of the finished product, ingredi&nts, formulas, and 
processes. Approval, unless restricted on Form 1470-A or by these regulations, 
permits the paclraging and labeling of any size container up to and including 1 
gallon capacity. A change in container size only does not necessitate resubmission 
of formula and label. Such approval shall mean only that the sample, formula, or 
process has been approved as conforming to the standards of the Bureau of 
Internal Revenue, and such approval shall in no way require the district super- 
visor to issue a basic permit to use specially denatured alcohol in such process, 
formula, or preparation. No permit shall be issued to use specially denatured 
alcohol unless the processes, formulas, preparations, labels, and advertising 
matter, when required to be submitted to the Commissioner, have been approved 
by him. All processes, fornnilas, and samples of preparations submitted to the 
Bureau inust be treated as strictly confidential by its employees, who will be 
held accountable for any unwarranted disclosure of information respectin such 

processes, formulas, or samples. (Secs. 3105, 3124(a) (6), 3176, I. R. C. ) 
Szc. 182. 153. OTIIER QvALIEYING DocuirENTs. — Where the aPPlicant is a corPO- 

ration, there must be submitted with, and made a part of, the original or initial 
application on Form 1470, three copies of (1) certificate of incorporation or 
«rtificate authorizing the corporation to operate in the State where premises 
are located, if other thon that in whi&'h incorporated, (2) a certified list of names 
and addresses of the officers and directors, and (8) list of stockholders as 
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provided in sec ion t 182. 126. In the case of an individual owner, copartnership, 

or association, there must be submitted with, and made a part of, the original or 

initial application on Form 1479, three copies of (1) certified coyy of the 

articles ot copartnership or association, if any, (2) an affidavit giving the name of 

every person interested, or to be interested, in the business, whether such 

interest appears in the name of the interested party or in the name of another 

for him, and (8) where the business is to be conducted under a trade name, a 

trade name certificate, or if no such certificate or other document is required by 

the laws of the State where the premises are located, then a certified statement 

to that effect. In addition to the foregoing requirements, and the requirements 

of section 182. 188 hereby made applicable, the Commissioner or district super- 

visor may, at any time iu his discretion, require the proprietor to furnish such 

additional information as he may deem necessary. (Secs. 8105, 8124(a) (0), 8176, 

SEG. 182. 15o. PENAL SUM. — The penal sum of the bond, Form 1480, shall be in a 
maximum of $100, 000, and a minimum of $500, and shall be confputed on each 

wine gallon of specially denatured alcohol, including recovered and restored 

denatured alcohol, authorized to. be ou hand, in transit, aud unaccounted for at 
an one time at double the rate prescribe&1 by law as the internal revenue tax on 

alcohol (in proof gallons): ProfI(ded, That the penal sum of bonds covering 

specially denatured alcohol, Formulas 18 and 19, shall be computed on each wine 

gallon at the rate prescribed by laIv as the tax on alcohol (in proof gallons). In 
the c;Ise of manufacturers recovering completely denatured alcohol or articles in 

the form of denatured alcohol only, the penal sum of the bond, Form 1480, shall be 
calculated at the same rate on the maximum quantity in wine gallons of recovered 
and restored denatured alcohol that may be on hand and unfrccounted for at any 
one time. (Secs. 3105, 8114(a), 3124(a) (6), 8176, I. R. C. ) 

SEc. 182, 100. PENAL SUM. — The penal sum of the bond shall be computed on 

each wine gallon of specially denatured alcohol authorized to be on hand, in 

transit, and unaccounted for at any one time at douhle the rate prescribed by law 

as the internal revenue tax on alcohol (in proof gallons): Prorided, That the 
minimuro penal sum of such bond shall not be less than $10, 000, and the maximum 
not nroi e than $100, 000. (Secs. 8105, 3114(a), 8124(a) (6), 8170, I. R. C. ) 

SEG, 182. 108. OTHER 'QUAIIEYING DOGUIIENTS. — Where the applicant is a corpo- 
ration, there must be submitted with, and made a part of, the original or initial 
application on Form 1447, three copies of (1) certificate of incorporation or 
certificate authorizing the corporation to operate in the State where premises are 
located, if other than that in which incorporated, (2) a certified list of names and 
addresses of the oificers and directors, and (8) list of stockholders, as provided 
in section 182. 126. In the case of an individual owner, copartnership, or associ- 
ation, there must be submitted with, and made a part of, the original or initial 
application on Form 1447, three copies of (1) certified copy of the articles of 
copartnership or association, if any, (2) an aifidavit giving the name of every 
yerson interested, or to be interested, in the business, whether such interest 
appears in the name of the interested party or in the name of another for him, 
and (3) Ivhere the business is to be conducted under a trade name, a trade name 
certilicate, or if no such certificate or other document is required by the laws of 
the State where the premises are located, then a ccrtifi d statement to that effect. 
In addition to the fore oing requirements, and the requirements of section 182. 188 
hereby made applicable, the Commissioner or district supervisor may, at any time 
in bis discretion, require the proprietor to furnish such additional information as 
be Ina1 deem necessary. (Secs. 3105, 8124(a) (6), 8170, I. R. C. ) 

SEG. 182. 181, OTHER QU&EIETING DOGUIIENTS. — XVhere the applicant is a cor- 
por;Ition, there must be submitted Ivith, and made a part of, the original or initial 
application on Form 144, three copies of (1) certiQcate of incorporation or certifi- 
cate authorizing the corporation to operate in the State where the application 
is Qled, if other than that in which incorporated, (2) list of names and addresses 
of the officers and directors, and (8) list of stockholders, as provided in section 
182. 120. In the case of an individual owner, copartnership, or association, there 
must be submitted with, and made a part of, the original or initial application 
on Form 144, three copies of (1) certified copy of the articles of copartnership or 
association, if any, (2) an affidavit givin, the name of every person interested, 
or to be interested, in the business, whether such interest appears in the name 
of' the interested party or in the name of another for him, and (8) where the busi- 
ness is to be conducted under a trade name, a trade name certificate, or if no such 
certificate or other document is required by the laws of the State where the appli- 
cation is fled, then a certified statement to that effect. In addition to the fore- 
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going requirements, and the requhements of section 182. 188 hereby made ap- 
plicable, the Commissioner or district supervisor may, at any time in his discre- 
tion, require the proprietor to furnish such additional inforination as he inay 
deem necessai~. (Secs. 8105, 3124 (a) (6), 8176, I. R. C. ) 

SEc. 182. 207. Pnzx'xaxTTON. — Every plat and plan shall be drawn to scale, and 
each sheet thereof shall bear a distinctive title and the complete name and ad- 
dress of the proprietor, enabling ready identiflcation The cardinal points of 
the compass must appear on each sheet, except those of elevatioual plans. The 
minimum scale of any plat will not be less than one-fiftieth inch per foot. Each 
sheet of the original plat and plans shall be numbered, the first sheet being desig- 
nated number 1, and the other sheets numbered in consecutive order. Plats and 
plans shall be submitted on sheets of tracing cloth, opaque cloth, or sensitized 
linen. The dimensions of plats and plans shall be 15 by 20 inches, outside meas- 
urement, with a clear margin of at least 1 inch on each side of the drawing, 
lettering, and writing. Plats and plans may be origina1 draivings, or reproduc- 
tions made by the "ditto process, " or by blue-, brown-, or black-line lithoprint, if 
such reproductions are clear and distinct. (Secs. 8105, 8124(a) (6), 8176, I. R. C. ) 

SEO. 182. 208. DEPTOTTON oF PEEMiszs. — Plats must show the outer boundaries 
of the premises by courses and. distances, in feet and inches, in a color contrasting 
with those used for other drawings on the plat, and the point of beginning with 
respect to its distance and bearings from some near and iveli-known landmark 
must be shown. The plat inust also contain an accurate depiction of the build- 
ing or buildings and/or tanks comprising the premises, and any driveway, public 
highway, or railroad right-of-way adjacent thereto or connecting therewith, The 
depiction of the premises on the plat should agree with the description thereof in 
the application. In the case of an industrial alcohol plant or bonded warehouse, 
if the premises consist of two or more lots oi. pa. reels of land, the condition of 
title to which is not the same, each such lot or parcel shall be separately depicted 
by courses and distances, in feet and inches, and such lots or parcels shall be de- 
lineated or cross-hatched in contrasting colors. If two or more buildings are to 
be used, they must be shown in their relative positions, the designated name of 
each indicated, and all pipe lines or other connections, if any, between the same 
&lepicted. Where two or more buildings are used for the same purpose, the n:ime 
of each such building shall include an alphabetical designation, beginning with 
"A, " and they shall be so shown on the plat. If the establishment consists of a 
room or floor of a building, an outline of the building, the precise location and the 
dimensions of the room or floor, and the means of ingress from and egress to a 
public street or yard, shall be shown. All first floor exterior doors of each build- 
ing on the premises will be shown on the plat. Except as provided in section 
182. 216, all pipe lines leading to or from the premises, the purpose for wliich 
used, and the points of origin and termination will be indicated on the plat. 
(Secs. 8105, 8124(a) (6), 8176, I. R. C. ) 

SEO. 182. 210. Enoox PLxNs. — The plans shall include a floor plan of each floor 
of each building comprising the industrial alcohol plant, bonded warehouse, and 
denaturing plant showing the general dimensions of the rooms and floors, and the 
location of all doors, windows, and other openings, and how such openings are 
protected. The plans shall also include all apparatus, equipment, and tanks 
established under sections 182. 15a, 182. 44, and 1S2. 49. All apparatus, tanks, and 
equipment, except pipe lines in the industrial alcohol plant, must be shown in their 
exact location on the flooi plans, and their designated use indicated. Pipe lines 
in the industrial alcohol plant may be shown if desired. As to the bonded ware- 
house and denaturing plant, the pipe lines must be shown, unless they are por- 
trayed on «levational floiv diagrams in accoidance with s«ction 1S2. 217. In the 
case of stills, tanks, and similar equipment, the serial number and capacity shall 
also be shown. (Secs. 8105, 3124(a) (6), 8176, I. H. C. ) 

SEO. 182, 212. ELEVATJoNAL PL%NB oF BOTLoiNos. — The plans shall also include 
an exterior, elevationa1 view of each exposure of each building or room, showing 
the type of security afforded the openings. The nuinber of stories. and the 
height of each story, will be indicated on the elevational plans. In lieu of 
drawings, the proprietor may submit a photograph of each exposure of each 
building in a size not smaller than 7 by 9 inches. The photographs must be in 

sufflcient detail to clearly depict the buildings from the ground to the roof, and 
must be properly identified. Where photographs are submitted, draivings must 
be furnished to show the security afforded the openings in all rooms required to 
be locked, such as wine room or receiving room: Provided, That in lieu of such 

drawings, the photographs may be noted to show the tvpe of security afforded the 
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openings in such rooms by reference to the appropriate sheet of plans on file 

whereon such information is shown. (Secs. 8105, 8124(a) (6), 8176, I. R. C. ) 
SEc. 182. 217, KLEVATIGNAL FLow DIAGRAMs. — Elevational flow diagrams (plans) 

shall be submitted covering (1) distilling material system, (2) mashing and 

fermenting systems, (8) distilling system, (4) the receiving ta. nk system, and 

(5) the storage and denaturing systems as provided herein. Such diagrams or 

plans shall clearly depict all equipment in its relative operating sequence and 

elevation by iioors, with all connecting pipe lines, valves, fianges (except as pro 

vided in section 182. 214), Government locks, measuring devices, etc. The eleva 

tion by fioors on the diagrams may be indicated by horizontal lines representing 

fioor levels. All the fiow diagrams as a unit must show the flow of the distilling 

material, and the resulting products, through the distilling material tanks, 
fermenters, stills, doublers, and other equipment, and the deposit of the finished 

spirits in the receiving room or building and the method of removal therefrom. 
The diagrams must also show the iiow of alcohol, denaturing materials and de- 

natured alcohol, if the storage and denaturing systems are not fully illustrated 
on plans pursuant to section 180. 210. All major equipment, fermenters, stills, 
tanks, etc. , must be identified on these plans as to uumber and use. The eleva- 
tional flow diagram must be so drawn that all fixed pipe lines, except those 
indicated by section 182. 216, may be readily traced from beginning to end. Other 
types of drawings that clearly depict the information required herein may be 
submitted in compliance with this section. (Secs. 8105, 8124(a) (6), 8176, I. R, C, ) 

SEc. 182. 218. CERTIFIcATE oF ACCIIRAcx. — The plat and plans shall bear a 
certificate of accuracy, preferably in the lower right-hand corner of each sheet, 
signed by the proprietor, the draftsman, and the district supervisor, substantially 
in the following form: 

(Name of proprietor) 

Approved 
(Date) 

Accuracy certified by: 

(District supervisor) 

(Address) 

(Name and capacity for proprietor) 

(Draftsman) 
Industrial Alcohol Plant No. 

19 . Sheet No. 
(Date) 

(Secs. 8105, 8124(a) (6), 8176, I. R. C. ) 
SEc. 182. 219. REvisxn PI. ATs ANO PLANS. — The sheets of revised plats and plans 

shall bear the same number as the sheets superseded, but will be given a new date. 
Any additional plats aud plans shall be given a new number in consecutive order, 
or will be otherwise numbered and lettered in such manner as will permit the 
filing of the plats and plans in proper sequence. (Secs. 8105, 8124(a) (6), 8176, I. R. C. ) 

SEc. 182. 262. CHANGE IN PRoPRIEToRsHIP. — (a) SIIspensioII. — 
(8) Registry of stills. — If the business is to be permanently discontinued, file 

Form 26, "Registry of Stills, " in triplicate, in accordance with section 182. 482. 
a 

SEc. 182. 269. CHANGEs IN CGNBTRIIOTIGN AND UBE. — Where a change is to be 
made in the construction of a room or building of an industrial alcohol plant, 

d arehouse, or denaturing plant, not involving an extension or curtail- 
ment of the premises, or where a change is to be made in the use of an portion 
o such premises, the permittee shall first secure approval thereof by the district 

v 

supervisor, pursuant to application, in triplicate, setting forth specifically the 
proposed changes. Upon approval of the application, the changes will be made 
under the supervision of a Government officer, unless thev are of such a nature as, in the opinion of the district supervisor, do not require such super ' ' . The 

p anges will be reiiected in the next amended or annual application, 
vision. 

Form 1481, and amended plans filed by the permittee, unless th d' t ' t e is ric super- 
q ir s t e immediate filing of an amended application and amended plans. (Secs. 8105, 8124(a) (6), 8176, I. R. C. ) 
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SEc. 182. 270. INDExiNITY BONn CovERTNG CHANGEs IN BULLDINGs. — If liiilldlngs 
on industrial alcohol plant or bonded warehouse premises, or on premises which 
have been eliminated from the industrial alcohol plant or bonded warehouse 
premises, are to be demolished or altered in such a manner as to decrease the 
value of the property, and a lien for taxes exists on such property under section 
3112, I. R. C. , the permittee, if (1) the owner of the fee unencumbered, or. (2) 
co»sents, in accordance with section 182. 119, are necessary and have been ob- 
tained, must file with the district supervisor an indemnity bond, Form 1617, in 
triplicate, in a penal sum equal to the decrease iu the value of the property: 
Provided, That if such decrease in value is less than $1, 000, no indemnity bond 
will be required. 

(a) Appraisal. — The amount of the decrease in value of the property subiect 
to the Government's lien, which ivill be caused by the demolitiou or alteration 
of buildings, shall be determined by appraisal by two or more conipetent persons 
designated by tlie district supervisor. The appraisers shall render to the district 
supervisor a report, in duplicate, of their appraisal, which shall include informa- 
tion as to the methods emploved by them in determining their valuations. The 
appraisal shall be at the expense of the permittee, unless made by Government 
ofiicers. The district supervisor may dispense ivith the formal appraisal when 
he has reason to believe that the value of the property concerned is less thau 
f1, 000, (Secs. 8108, 810o, 8112(a), 8124(a) (6), 8176, I. R. C. ) 

SFo. 182. 272. INOEMNrrv Boxn CovERING REMovAL oF Equ&FMENT. — If apparatus 
or equipment on industrial alcohol plant or bonded warel&ouse premises on 
which a lien has attached, under section 8112, I. R. C. , for taxes on alcohol pro- 
duced or stored, which has not been tax-paid or withdrawn for a tax-free 
purpose, is to be removed from the premises without replacement thereof with 
apparatus or equipment tliat will become a real fixture in law of an equal or 
greater value than the apparatus or equipment to be removed, (1) where the 
proprietor is the owner of the prem!ses in fee unencumbered, whether the 
property is realty or personalty; (2) where consents, in accordance with section 
182. 110, are necessary and have been obtained, whether the property Is realty 
or personalty; and (8) where an indemnity bon&1, Furr» 1604, is on file and the 
property is personalty; the permittee must file with the district supervisor an 
indemnity bond on I'orm 1617, in triplicate, in a penal sum equal to the value of 
the apparatus or equipment to be removed, or equal to the excess in value of 
the old apparatus or equipment to be removed over the value of the neiv apparatus 
or equipment to be substituted therefor: Prof&idcd, That if such value, or 
difference in value, as the case !nay be, is less than $1, 000, no indemnity bond 
will be required. The value of the apparatus or equipment to be removed, or 
the difference between the value of such apparatus or equipment and the value 
of the apparatus or equipment to be substituted therefor, will be determined 
by appraisal in the manner prescribed in section 182. 270(a). (Secs. 8103, 8105, 
8112(a), 3124(a) (6), 8176, I. R. C. ) 

Sac. 182. 278. WHERE OPERATIGN oF A BoNDED XVAREHGUsE GR DENATUR&NG PLANT 

0N PRKMIsxs Is CoNTINUED. — (a) 8&&spcllsio&l. . — * 
Ifl 

(8) Registry of stills. — Register the stills on Foriu 26, i» triplicate, in accord- 
ance with section 182. 482, if not previously registered. 

(b) Rcsunlption. — * 

(8) Rcgisf&y of stills. — Register the stills on I'orm 26, in triplicate, in accord- 
ance with section 182. 432, if riot previously registered. 

SEG. 182. 284. INOEwNLTT BoNn AFFLicATTON. — In the case of an industrial 
alcoliol plant or bonded warehouse, when an application for permission to file 

aii indemiiity bond, Form 1604, in lieu of the written consent of tlie oivner of 
the industrial alcohol plant or bonded warehouse premises or apparafus or 
equipment, or of any mortgagee, judginent-creditor, conditional sales vendor, 
or otlier person having a lien thereon, is subinitted by the applicant and such 

application coiiforms to the require!Gents of these regulatio»s, tlie district super- 
visor ivill cause an investi ation to be made of tlie facts upon which the ap- 

plication is based, and ivill designate two or more competent persons to make 
iin appraisal of. the value of the lot or tract of land on which the industrial 
;ilcohol phi»t or bonded ivarehouse is situated, the industrial alcohol plant or 
bonded ivarehouse, the buildings, and apparatus and equipment. The appraisal 
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shall be made as provided in section 182. 128. If the district supervisor finds, upon 

consideration o 1 t' f the appraisal and reports of investigation, that under the lam and 

regulations an in emni y on 1 t' n indemnity bond may properly be accepted in lieu of the consent pf 
n h r 

tl 1 enor and if he is satisfied that the valuation placed upon t e prop 

crty by the appraisers is fair, he will note his approval on all copies o t e app ica- 

tion. He will then return one copy of the approved application to the applicant 

and retain the original for his files. He will forward the remaining copy of the 
1' t'on and copies of the reports of investigation and appraisal to the Com- 

1 missioner at the time of forwarding the indemnity bond. If the app ication is 

disapproved, the district supervisor mill note his disapproval t iereon and will 

return all copies of such application to the applicant with a statement pf the 

reasons for his disapproval. (Secs. 8108, 8106, 8124(a) (6), 8176, I. R. C, ) 
SEc. 18". 280. INVEsTIGATIox. — (a) Inspection of prernises. — * 

(t() Qaalification of appBcant to r(se specially denatnred. alcohol. — The district 
supervisor shall detail an officer or officers to inspect the premises of the applicant 
forp permit to use specially denaturerl alcohol to determine whether the premises 
a. ndpstoreroorn are suitable for the business to be carried on and meet the require- 
ments of the regulations. This investigation shall include a careful inquiry intp 

the character of the applicant. His previous business experience must be care 
fully inquired into, and should the officers find that the applicant is not reasonably 
qualified to do or engage in the business proposed, recommendation for approval 
shall not be made. Inquiry should also be made of reputable firms, persons, and 
associates mho have 1-nowledge of the particular line of business being inquired 
into, and who are familiar with the general requirements of the trade in their 
respective territories, for the purpose of ascertaining the facts necessary tp 
deter mine whether the applicant is proceeding in good faith in a lawful business 
enterprise. The premises where the business is to be conducted shall also be 
made the subject of careful and detailed inquiry, ancl approval of any application 
shall be ivithheld as to any premises not of a. character generally regarded as 
suitable for a manufactur ing business ot the kind for which application is made, 
Such premises sh(ill be substantially constructed, and approval shall not be given 
to premises of insecure construction where there is a likelihood of theft. Lcxarnin- 
ing ofiicers will be held strictly accountable for the recommendation of approval 
of only such premises as are suitable for the business to be carried on, and, 
except in the case of very small operations, as mould be generally satisfactory 
to strictly commercial or industrial establishments, and in locations that would 
comniend themselves to any prudent businessman. The manufacturing supplies 
and equipment should be ample for the business to be conducted. Where toilet 
articles or various liquids such as deoderants or sprays are to be manufactured, 
there shall be on hand raiv materials, manufacturing apparatus, and packages 
for 1: he iinished product in a value which, in the opinion of the district supervisor, 
evidences the bona fides or the proposed business, and which is commensurate 
with the volume of business the applicant proposes to conduct. The applicant 
must submit a detailed inventory of all ra. w materials, such as oils and chemicals; 
of all manufacturing apparatus, such as tanks, pumps, filters, and filling machines; 
and all packages on hand in which the finished product is to be sold; and the 
inventory must be verified. In case of doubt as to appraisal of particular items, 
advice of disinterested persons who have knowledge of these particular lines of 
business shall be sought. (Secs. 810o, 3114, 8124(a) (6), 8176, I. R. C. ) 

SEO. 18". 297. APPLIOATIows KND REPoRTs CGVEI(ING CHAivGEs. — Where an appli- 
catiou covering changes in apparatus or equipment, or in construction or use of 
a room or lruilding, is approved by the district supervisor, he will retain one copv 
of the application and forrvard one copy to the permittee; and in the case of an 
industrial alcohol plant, bonded warehouse, denaturing plant, or user. of specially 
denatured alcohol, one copy to the Commissioner, and, when reports covering 
changes in apparatus and equipment are received from Government officers in 
accordance with sectiou 182. 271, he will retain one copy and promptly forward one 
copy to the Commissioner. Similar disposition will be made of reports received 
from the permittee covering emergency repairs of apparatus and equipment. Where changes in buildings, apparatus, or equipment are such as to require the fiting of an indemnity bond, in the ease of an industrial alcohol plant or 
bonded warehouse, the district supervisor may approve the application, if he has recommended approval of the bond, and permit the changes in buildings, 
apparatus, or equipment to proceed pending approval of the bond by the Com- 
missioner. (Secs. 810o, 8124(a) (0), 8170, I. R. C. ) 
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SEc. 182. 3'". 1. CHEirzcAE PvAÃT Paor&&M&EG AIEGHon As A HYPRoovcT. — * 
(fi) Er&«:&7&tfr&n. — A manufacturer who uses products containing speciallr dena- 

tured alcohol in a proc& ss where part or all of the specially denatured alcohol is 
recovered will not be required to qualify th'e premises as an industrial alcohol 
plant, provided he obtains a permit to recover and use specially denatured 
alcohol in an approved process or pveparation. The recovered alcohol, if neces- 
sary, must be vedenatuvcd befor'e use, or retuvned to an industrial alcohol plant 
or denaturing plant if he has no use for such recovered alcoh&&l, and otheririse 
accounted for, as provided by these regulations. 

(c) Eacef&tion. — A manufacturer who uses chemicals which do not contain 
specially denatured alcohol, but which weve manufacfuved under a permit with 
specially denatured alcohol, and uses such chemicals in a process where part or 
all of the specially denatured alcohol used in their manuf'acture is recovered, 
will be required to qualify the premises as an industrial alcohol plant: P& o&"f&fe&t, 
That where the Commissioner finds there is no jeopardy to the revenue, the 
manufacturer may be permitted, in lieu of qualification as the proprietor of un 
industrial alcohol plant, to obtain a permit to recover and use specially rlenafured 
alcohol. The recovered alcohol, if necessary, must be redenatured before usc, or 
returned to an industrial alcohol plant or denaturing plant, and otherwise 
arcounfed for, as provided by these regulations. (Secs. 8108, 8105, 8124(a) (6), 
8176, I. R. C. ) 

SEG. 182. 350. Dragger. &Arror&r OE Lzqvm Cr&EM&CAz. s. — * 

(o) Test for atcokol. — The chemicals produced, such as butyl alcohol, isopropyl 
alcohol, acetone, ether, etc. , must be tested for the purpose of determining the 
presence of ethyl alcohol, in accordance with the applicable requirements of 
sections 1S2. 808 through 182. 888, or by such other method or methods as may 
be prescribed by the Commissioner. (Secs. 3105, 8124(a) (0), 8170, I. R. C. ) 

SEC. 1S2. 482. REGI$TRY' olv FoRM 20. — Every person having in his possession 
or custody, or under his cont&ol, any still or distilling apparatus that is set 
up, must register the same on Form 26, in triplicate, with the district supervisor 
for the district in which it is located. Stills to be us, . d for the production of 
various type~ of alcohol may be registered for "alcohol, " and the specIfic type 
need not be shown. Thereafter, where the plant is change&i from the prodnction 
of one type of alcohol to another, veregistration by the same proprietor will not 
be required. Where an alcohol still is registered for both r lcohol and chemicals, 
its alternate use for such purposes may be permitted by the storekeeper-gauger 
without further registration. The temporary suspension of a plant does not 
necessitate reregistration of the stills. The operation of a plant by altevnating 
proprietovs, wliere no permanent change in ownership occurs, does not require 
rere isiration of the stills by the propvietors. When theve is a change in location 
or use or a bona fide change in ownership of a still, the still must be regist& vcd 
to reflect the change. The district supervisor will, upon approving the registra- 
tion of a still on Form 20, retain one copy, forward one copy to the Commissioner, 
and return the remaining copy to the phrnt proprietor. The proprietor will refain 
his copy at the industvial al&. ohol plant available for inspection by Government 
officers. (Secs. 8108, 8105, 812&4(a) (6), 8176, I. R. C. ) 

Sac. 182. 478. RAsi. or TAx. — The law imposes a tax on distilled spirits, in- 
cluding alcohol, produced in ov imported into the United States, at the rate 
prescribed therein on each proof gallon, or wine gallon when below proof, anrl 
a pvoportionate tax at a like rate on all fractional parts of such proof or wine 
gallon, to be paid when withdrawn from bond. (Secs. 2800(a) (1), 3105, 
8124 (a) (0), 3176, I. R. C. ) 

Szc. 182. 502. Frr. r. r&&G or TAr I CAR. — The tank cav roust 1&e filled in the im- 
mediate pvesence of the storelreeper-gauger. The pipe line from the wei'liing 
tank to the tank car must be in full view of the officer, and must not be con- 
nected or used except in his presence. The oflicer will seal-lock the car as so&m 
as it is filled. The proprietor will enter on Form 1440, covering the gauge of 
the alcohol, the symbol and serial number of the car, the nuinber of inches 
above or below the full mark, and the temperature of the alcohol at filling, the 
serial number of the loci& seal or seals, the destination, and the &late of shipment; 
for example: "Withdrawn in U. P. tanlr. car number 1043, filled 2 inches above 
full niark at 80' F. , lock seal number 4G457, for transfer to Ind. Alc. Bonded 
Whse. No. 56, New York, N. Y. Bff le&i out 4: 80 p. m. , KIay 1, 1041. " The lo& k 
seal numbers will also be entered on I'ovni 1489. (Secs. 8101, 8105, 8107, 810S, 
8124(a) (0), 8170, I. R. C. ) 
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SEc. 182. 519. MARKs AND BRANDs. — (a) Drums, barrels, etc. — ~ 

(b) Cases of bottled alcohol, . — L&'ach package containing alcohol in bottles shall 

bear al] the marks required by sections 182. 517 and 182. 518 except the gross 

wei ht. , tare, and net weight, it not being necessary to ascertain such. The 

number and capacity of the bottles shall, however, be shown on each package 

The marl. s shall be placed on one side of the case. (Secs. 2808, 8108, 8105 

8124(a) (6), 8176, I. R. C. ) 
Ssc. 182. 527. STAMFs. — (a) Againg. — Tax-paid and export stamps shall be 

securely afiixed to the Government head of packages, or the side of eases, with 

a good adhesive, and, when affixed to vvooden packages or cases, with a tack or 

staple in each corner of the stamp. 

(c) Covering. — After the stamp has been canceled, it must be covered with 

a coating of transparent shellac, lacquer, or varnish, to protect it against moisture, 
alteration, and removal. (Secs. 8105, 8124(a) (6), 8176, 3801, I. R. C. ) 

Src. 182. 589. BorrzE SrAMFs. — The proprietor must affix over the mouth of 
each bottle of alcohol fillerl in his warehouse, except when alcohol is bottled 
for export, an engraved bottle stamp, with the serial number printed thereon. 
(Secs. 8105, 3124(a) (6), 8176, 8800, I. R. C. ) 

SFC. 182. 540. PRocvREMENr AND IssvANcE oF SrAMFs. — (a) Procare~ent. — 
Bottle stamps are supplied to collectors of internal revenue in the same manner 
as other stamps. District supervisors vvill obtain supplies of such stamps from 
the collectors as desired, and shall forward sufficient stamps of each denomination 
to the storel. -eeper-gaugers in charge of the bonded warehouses. 

(b) Issuance. — The storekeeper-ganger will issue bottle stamps as needed. 
The registry number of the industrial alcohol bonded warehouse and the name 
of the proprietor shall be entered on each bottle stamp by the proprietor. The 
required information may be rubber-stamped or overprinted on the bottle stamps. 
The standbys shall be issued in proper serial order, starting with the lowest serial 
nuniber of the stamps at the time of issuance. However, the stamps need not be 
afiixed in serial order. The total number of stamps used for each lot bottled 
shall be reported on Form 1440. 

(c) Record and Report, Forni 118. — Storekeeper-gaugers having custody of 
bottle stamps at industrial alcohol bonded warehouses mill keep a record of bottle 
stamps received and used on part I of Form 118, "Storekeeper-gauger's Monthly 
Recortl and Report of Alcohol Warehousing Stamps, " as required by the instruc- 
tions on the form, The record mill be kept in bound form, available for inspec- 
tion by other Government officers. The storekeeper-gauger will prepare his 
monthly report on part " of Form 118 in triplicate, retain one copy thereof, 
furnish one copy to the proprietor, and forward one copy to the district supervisor. 
(Secs. 8105, 8124(a) (6), 8176, I. R. C. ) 

SEc. 182. 541. MANNER oF AFFzxzND BDTrzE STAMFs. — The bottle stamps must 
be securely affixed to the bottles with the use of a good adhesive. The adhesive 
used must be in proper liquid condition, a. nd care must be taken to cover the en-, 
tire bacl' of the stamp with the adhesive, and to press the mhole surface of the 
simnp firmly against the surface of the bottle sufficiently long to cause the entire 
surfa&e of the stamp to adhere securely to the bottle. The stamp must pass 
over the mouth of the bottle, extending an approximately equal distance on two 
sides of the bottle. The stamp must be affixed in such manner that upon opening 
the bottle, a portion of the stamp will be left attached thereto until emptied. 
(Secs. 8105, 8124(a) (6), 8176, 8801, I. R. C. ) 

SEc. 182. 684. LossEs FaoM PAcKAcEs. — Losses sustained from packages in 
bonded warehouses mill be determined when the yackages are withdrawn from 
warehouse, unless they are regauged for repackaging or other reason prior to 
withdrawal, and the loss reported on Form 1440 and Form 1448 — B. Where the 
quantity lost from any package exceeds 1 percent in the case of metal packages, or 6 percent in the case of w ooden packages, of the quantity originally contained 
therein, claim for remission of tax on the entire quantity lost from the package 
will be made by the proprietor, except as herein provided. If the loss does Dot 
exceed 1 percent, or 6 percent, so calculated, claim for remission of tax mill not 
be required: Provided, That (1) claim for remission of tax will not be required for an amount less than one proof gallon, and (2) there are no circumstances in- 
dicating that the alcohol lost, or any part thereof, was unlawfully used or re- 
moved. (Secs. 8105, 8113, 8124(a) (6), 8176, I. R. C. ) SEc. . 182. 685. Lossrs rN TRANszr. — Losses in transit to bonded warehouses 
must be de(ermine&1 at the time alcohol is received at the warehouse, and the loss reported ou Foim 1448 — A when received in tank cars, and on Form 1448 — B 
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when received in packages. Where the quantity lost from any tank car nr pack- 
age exceeds 1 percent (8 percent on wooden packages) of the quantity shipped 
therein, claim for remission of tax on the entire quantity lost from the paclrage 
will be made by the proprietor, except as herein provided. If the loss does not ex- 
ceed 1 percent (8 percent on wooden packages), so calculated, claim for remis- 
sion of tax will not be required: Provided, That (1) claim for remission of tax 
will not be required for an amount less than one proof gallon, and (2) there are 
no circumstances indicating that the alcohol lost, or any part thereof, was un- 
lawfully used or removed. (Secs. 8105, 8118, 8124 (a) (6), 8176, E. R. C. ) 

Szc. 182. 65&7. DEposIT IN STDRER0011. — Tax-free alcohol received pursuant to 
withdrawal permit, Form 1450, shall be placed in the loci-ed storeroom or com- 
partment requi&ed to be provided in accordance with section 182. f)1. Such alcohol 
shall remain in the original packages in the storeroom or compartment until with- 
drawn for use, The room or compartment for the storage of tax-free alcohol 
must, be used for the purpose of storing such alcohol in the o&iginal containers. 
(Secs, 8105, 810S, 8114(a), 8124(a) (6), 8176, I. R. C. ) 

Szc. 182. 6(&5. Losszs IN TRANRIT. — Losses in iransit to tax-free permittee's 
premises must be asce&. tained at the time the alcohol is received by the permittee. 
Accordingly, when packages are received showing evidence of having sustained a 
loss in transit, the permittee should determine the extent of the loss at that time, 
The quantity ascertained to have been lost will be noted on Form 1451 immediately 
below the line on which receipt of the shipment is reported. Where the quantity 
lost from any pa&EIage exceeds 1 percent of the quantity originally contained 
therein as to any metal package, or 8 percent as to any wooden package, claim for 
allowance ot' the entire quantity lost from the package will be made by the per- 
mittee, except as he&. ein provided. If the loss does not exceed 1 percent, or 3 
percent, so calculated, claim for allowance will not be required: Provided, That 
(1) claim for remission of tax will not be required for an amount less than one 
proof gallon, aml (2) there are no circumstances indicating that the alcohol lost, 
or any part thereof, was unlawfully used or removed. (Secs. 810, &, 8118, 8124(a) 
(6), 8176, I. Et. C. ) 

SEC. 182. 666. LossEs AT I EREIITTEE s I R&1&111sEs. — Losses of t&&x-free alcohol at 
permittee's premises will be reported on Form 1451 for the month in which the 
loss is ascertained. If the loss of alcohol at a permittee's premises during any 
month exceeds 1 percent of the quantity on hand during the month, claim f&&r 

allowance of the entire quantity lost will be made by the permittee, except as 
herein provided. If. the loss does not exceed 1 percent, so calculated, claim for 
allowance will not be required: Provided, That (1) claim for remission of tax 
will not be required for an amount less than one proof gallon, and (2) there are 
no circumstances indicating that the alcohol lost, or any part thereof, was 
unlawfully used or removed. (Secs. 8105, 8118, 3124(a) (6), 8176, I. R. C. ) 

SEc. 182. 691. RETURN oF REcovERED DENATURED ALcoHDL I oR RzsTDRATIDN AND 
REDENATURATIDN. — Denatured alcohol recovered for reuse by manufacturers using 
the sarue, may be shipped to industrial alcohol plants for redistillation or to 
denaturing plants for restoration and redenaturation, If the shipment is to a 
denaturing plant, such plant &Dust be equipped for restoring recovered alcohol. 
Thc recovered alcohol will be returned to the industrial alcohol plant or denatur- 
ing plant pursuant to noti& e on I orm 1484, as provided in section 182. 885. (Secs. 
8073, 8105, 3124(a) (6), 3176, I. IL C. ) 

Szc. 182. 728. RAIIRoAD TANK CARs oz TANK TRUczs. — Denatured alcohol may 
be shipped in railroad tank cars only where the premises of both the dcnaturer 
and the consi nee are equipped with suitable railroad siding facilities. Dena- 
tured alcohol may be transported by tank trucks only where suitable storage 
tanks are provided on the consignees' premises. The manhole covers, outlet 
valves, and all other openin s on all railroad tank cars or lani- trucks used for 
shipping denatured alcohol shall be equipped with facilities for sealing so that 
the coutents cannot be removed without showing evidence of tampering. Rail- 
1'oad, or other appropriate seals, dissimilar in marking from cap seals used by 
the Bureau of Internal Revenue, for securing manhole covers, outlet valves, and 
all other openings in tank cars or tank trucks containin denatured alcohol, shall 
be furnished and affixed by the carrier or the proprietor: Provided, That serially 
numbered cap seals for use on tunic trucks for the transportation of specially 
denatured alcohol shipped from one denaturing plant to another denaturing plant 
shall be furnished by the Government and afhxed by the storekeeper-gauger. 
ImmediatelV aft&'r filling, the tank &ar or tank truck shall be sealed in such a 
1nanner as &vill secure all op. . nings affordin access to the contents of the t&nk. 

8689 7 2' — '50 — 11 
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SEc. 182. 778. Losszs FRoM PAcx~pzs. — Losses sustained from packages IR 

denaturing plants will be determined when the packages are dumped for dena 

turation, and the loss will be reported on Form 1468 — A at that time. Where the 

quantity lost from any package exceeds 1 percent in the case of metal packages 

or 6 percent in the ease of wooden packages, of the quantity originally contained 

therein, claim for remission of tax on the entire quantity lost from the package 

will be made by the proprietor, except as herein provided. If the loss does npt 

exceed 1 percent, or 6 percent, so calculated, claim for remission of tax will Rpt 

be required: Prodded, That (1) claim for remission of tax will not be required 

for an amount less than one proof gallon, and (2) there are no circumstances 

indicating that the alcohol lost, or any part thereof, was unlawfully used pr 

removed. (Sees. 8105, 8118, 8124(a) (6), 8176, I. R. C. ) 
SEc. 182. 774. LossEs IN TMNRIT. — Losses in transit to denaturing plants must 

be determined at the time alcohol is received at the denaturing plant, and the 

loss reported on Form 1468 — A. Where the quantity lost from any tank car pr 

metal package exceeds 1 percent, or 8 percent in the ease of any wooden package, 
of the quantity shipped therein, claim for remission of tax on the entire quantity 
lost from the package will be made by the proprietor, except as herein provided. 
If the loss does not exceed 1 percent, or 8 percent, so calculated, claim for remis- 
sion of tax will not be required: Provided, That (1) claim for remission will not 

be required for an amount less than one proof gallon, and (2) there are no cir- 
cumstances indicating that the alcohol lost, or any part thereof, was unlawfully 
used or removed. (Secs. 8105, 8118, 8124(a) (6), 8176, I. R. C. ) 

Szc. 182. 780. REGIsTRY ov FGRII 26. — Every denaturer having in his possession 
or custodv, or under his control, stills set up, must register the same with the 
district supervisor on Form 26. as provided by section 182. 482. (Secs. 2810(a), 
8105, 8124(a)(6), 8176, I. R. C. ) 

SEC. 1S2. 815. DEsTRvcTIQN QR OTHER DIsrosITIGN. — SPecially denatured alcp- 
hol in the possession of a bonded dealer mav, upon the approval of the district 
supervisor, be destroyed or disposed of to the proprietor of an industrial alcohol 
plant or a denaturing plant because of unsalability or other legitimate reason, in 
accordance with the provisions of sections 182. 867 to 182. 869, inclus. :ve. Nota- 
tiODS COnCerning the destruction or disposition of specially denatured alcohol 
shall be made on Form 1478. (Secs. 810o, 8124(a) (6), 8176, I. R. C. ) 

Szc. 182. 816, Losszs IN TRRNsIT. — Lo~ses in transit to bonded dealer's premises 
must be ascertained at the time the specially denatured alcohol is received by the 
bonded dealer. Accordingly, Ivhen packages, tank ears, or tank trucks are re- 
ceives! Ivhich show evidence of having sustained a loss in transit, the bonded 
dealer should determine the extent of the loss at that time. The quantity ascer- 
tained to have been lost will be reported on Form 1478 on the line on which receipt 
of the shipment is reported, and in the column provided therefor. Where the 
quantity los!: from any metal package, tank car, or tank truck exceeds 1 percent, 
or 8 percent as to any wooden package, of the quantity originally contained 
therein, claim for allowance of the entire quantity lost from the package, tank 
car, or tank truck will be made by the bonded dealer, except as herein provided. 
If the loss does not exceed I percent, or 8 percent, so calcu'ated, claim for allow- 
ance will not be required: Provided, That (1) claim for allowance Ivill not be 
required for an amouut less than one wine gallon, and (2) there are no circum- 
stances indicating that the specially denatured alcohol lost, or any part thereof, 
was unlawfully used or removed. (Secs. 8105, 8118, 8124(a) (6), 8176, I. R. C ) 

Src. 182. 855. LARzrs. — (a) Brand label. — ~ 
A '4c 

(4) The legend "Contains 70 percent alcohol by volume, " "Contains 'l0 
percent ethyl alcohol by volume, " or "Contains 70 percent absolute alepbp! 
bv volume. " 

A III 

(b) Caution notice. — There must be placed on each bottle, as a part of the 
brand label or othersvise, but not on the back of any label, a caution notice, printed 
in plain and legible type of not less than 6 point rending as follows: "' 

9 SEo. 18 . 808. RETvRN To INDvsTRI~ ALcoHoz, PLANT, DENATvRING PLANT PR 
BoNDED DEIIER. — Where specially denatured alcohol, lawfully in the possession 
of a manufacturer, is found to be unsuitable for use, or where any such manu 
facturer discontinues the use thereof, or Ivhere for any other legitimate reason 
such manufacturer desIres so to do, such denatured alcohol may be returned tp 
any industrial alcohol plaIIt, denaturing plant, or bonded dealer for lawful 
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disposition: Provided, That' (1) consent of surety is filed on the bond (if any) of 
the manufacturer, extenrling terms thereof to cover the transportation of the 
specially denatured alcohol to the industrial alcohol plant, denaturer, or bonded 
dealer, (2) the industrial alcohol plant, denaturer or bonded dealer consents 
to the return, and (8) permission for such transfer is, in each instance, first 
obtained from the district supervisor of the district from which the specially 
denatured alcohol is to be returned. The application shall be filed in tripli- 
cate with the district supervisor. If the application is approved, the district 
supervisor will forward one copy of the approved application to the Com- 
missioner, attached to Form 1482, and one copy to the permittee, and retain 
the remaining copy for his files. It' the inrlustrial alcohol plant, dcnaturer, or 
bonded dealer is situated in another district, the district supervisor authorizing 
the return will forward a letter of authorization to the district supervisor of 
such other rlistrict. (Secs. 810o, 8124(a) (6), 8176, I. R. C. ) 

SEc. 182. 868a. AUTHCRIEATICN FoR REDENATURATIQN oF RETURNED SPEGIALLY 
DENATURED AI. coHoI. . — Pursuant to appropriate application by the proprietor of 
the denaturing plant to which specially denatured alcohol is returned, the district 
supervisor may authorize the conversion of any specially denatured alcohol not 
containing AIethyl (wood) alcohol into any one of the completely denatured alcohol 
formulae by adding the required rlenaturants, under supervision of the Govern- 
ment officer. Upon authority of the district supervisor, any such specially 
denatured alcohol containerl in tank cars may be redenatured in such tank cars 
at the denaturing plant premises. Appropriate entries, in red, should be made 
in the denaturing plant records covering such conversion. ( Secs. 8105, 
8124(a) (6), 8176, I. R. C. ) 

Szc. 182. 870, Losszs TN TRANsIT. — Losses in transit to a manufacturer's prem- 
ises must be ascertainerl at the time the specially denatured alcohol is received 
by the manufacturer. Accordingly, when packages, tank cars, or tank trucks 
are received which bear evidence of having sustained a loss in transit, the 
manufacturer should determine the extent of the loss at that time. The quautity 
ascertained to have been lost will be noted on Form 1482 immediately below the 
line on which receipt of the shipment is reported. WVhere the quantity lost from 
any metal package, tank car, or tank truck exceeds 1 percent, or 8 percent as to 
any wooden package, of the quantity originally contained therein, claim for 
allowance of the entire quantity lost from the package, tank car, or tank truck 
will be made by the manufacturer, except as herein provided. If the loss does 
not exceed 1 percent, or 8 percent, so calculated, claim for allowance will not be 
required: Provided, That (1) claim for allowance will not be required for an 
amount less than one wine gallon, and (2) there are no circumstances indicating 
that the specially denatured alcohol lost, or any part thereof, was unlawfully 
used or removed. (Secs. 8105, 8118, 8124(a) (6), 8176, I. R. C. ) 

Szc. 182. 874. FORM 1482. — (a) Ifecovery. — ~ 

(b) Sfrecial entrfcs. — If specially denatured alcohol is destroyed on the prem- 
ises, or is returned to an industrial alcohol plant, or a rlenaturer, or bonded 
dealer, or disposed of to another manufacturer, notation of such transactions, in 
the case of destruction, giving the dates of the destruction and, if supervised, the 
name of the ofFicer supervising the rlestruction; and, in the case of disposal, the 
name and address of the industrial alcohol plant, denaturer, bonded dealer, or 
manufacturer to whom shipped, and the date, quantity, and formula number, etc, , 
shall be made on the form. (Secs. 8070, 8105, 8124(a) (6), 8176, I. R. C. ) 

Src. 182. 895. SHIPHENT To INDUsTRIAL ALcoHQL PLANT 01I DRN~ATURINQ PLANT. — 
Recovered denatured alcohol requiring restoration or redenaturation, or both, 
unless redenatured on the nIanufacturer's premises in accordance with section 
182. S04, shall bc shipped to an industrial alcohol plant for restoration, or to a 
denaturing plant for restoration and redenaturation: Provided, That where the 
recovered alcohol is to be restorerl and the shipment is to a denaturing plant, the 
denaturing plant nrust be equipped Ivith the necessary apparatus to restore the 
alcohol. Appropriate entries of the recovered denatured alcohol shall be made 
on Forms 1442 and 1452 as to industrial plant transactions, and on Form 146S — F 
as to rlenaturing plant transactions. 

(a) Marlcs on prrr1;, ages. — Packages of recovered denatured alcohol shipped 
to an industrial alcohol plant or a denaturing plant for restoration or redenatura- 
tion must be numbered in serial order and have marked or stenciled thereon the 
name of the manufacturer, his permit number and address, and the quantity of 
alcohol contained therein, and the words "Recovered (specially) or (completely) 
denatured alcohol formula No. 
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(b) lllotice, Form I. &&8I&. — The manufacturer, at the time of shipping recovered 

denatured alcohol to an industrial alcohol plant or a denaturing plant, shall sub 

mit For&n 1484, "Manufacturer's Notice of Shipment of Recovered Denatured 

Alcohol. " The notice shall give all of the information called for by the for&n 

and shall be forwarded on the day of shipment to the storekeeper-gauger at the 

industrial alcohol plant or denaturing plant, and to the district supervisor of the 

district in ivhieh the industrial alcohol plant or denaturing plant is located, as 

provided in subparagraphs (1) and (2). 
(1) Inte& district st&tt&n&c»ts. — V hen shipment is made to an industrial a)coho! 

plant or a denaturing plant located in anoiher supervisory district, the manufac. 

turer will prepare Form 1484, in triplicate, and forward one copy to the store. 

keeper-gauger at the plant to which shipmen't is made, and the remaining cop&es 

t» the district supervisor of the district in which the plant is located. The district 

supervisor will checl- both copies of the form with the monthly report of the re 

eeiving plant, execute his certificate of report of receipt on the form, and forward 

one copy of the form to the district supervisor of the manufacturer's district, who 

will check the form against the manufacturer's monthly report on Form 1482. 

(2) Intrudistrict shipments. — iyhen recovered alcohol is shipped to an indus- 

trial alcohol plant or a denaturing plant located in the same district, the manu- 

fae(. urer 'will prepare Icorm 1484, in duplicate, and forward one copy to the 
store&lreeper-gauger at the receiving plant, ancl the remaining copy to the district 
supervisor. The district supervisor will check the formwith the monthly reports 

of the manufacturer and the receiving plant on Forms 1482 and 1442, or 1468-F. 
(c) accord of shit&ment. — All denatured alcohol recovered for reuse on tbe 

manufacturer's pre&uises and shipped to an industrial alcohol plant or a de- 

naturing plant for restoration or denaturation shall be duly entered by the 
manufacturer on his monthly report, I orm 1482. (Secs. 3070, 3073, 3105, 
3124(a) (0), 3170, I. R. C. ) 

8. The words "Ararehouse Stamp" are hereby deleted from figure 6 

of section 182. 528. 
4. These ainendments are designed to simplify requirements dealing 

with equipment, plant facihties, construction and premises, the prepa- 
ration and filing of qualifying documents, indemnity bonds requirecl 
for the removal of equipnient, the registratioii of stills and losses of 
alcohol, and to prescribe other provisions of a corrective or clarifying 
nature. It is not intended by these amendments to require permittees 
to file additional plats and plans, or to chan& e equipment immediately, 
in cases ivhere the existing documents and equipment conform essen- 
tially to the reg&ulations prior to these amendments. Upon filing new 
plats and plans covering extensive chaiiges in premises and equipment, 
these new requirements must be observed. 

5. This Treasury Decision shall be effective on the thirty-first day 
after the date of its publication in the Federal Reoister. 

6. Thi T . This Treasury Decision is issued under the authority contained in 
sections 2800, 2808, 2810, 2815& 2828, 2829, 8070, 8078, 8101, 8108, 8105, 
8107, 8108, 3112, 8&118, 8114, 8124-, 8176, and 8800, Internal Revenue 
Code (26 U. S. C. 2800, 2808, 2810, 2815, 2823, 2829, 8070, 8078, 8101, 
8108, 8105, 8107, 8108, 8112, 8118, 8114, 8124& 8176, and 8800). 

FRrin S. MARTIN, 
doting Commissioner of Interna/ Revenue. 

Approved July 1, 1949. 
THO:&IAS J. LYNCH& 

Aetinct Secretary of the Treasury. 
(Published in the Federal Pegister July 8, 1949) 
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REGU o s ) SEcTIoNs 1 82 64) ETc 

[Regs. 3, j)e) 182. 64, etc. 

1949-21-16211 
T. D. 5748 

TITLE 2B — INTERNAL REVLtNUE, — CIIAPTER I, SUBCHAPTER C, PART 182, — 
INDUSTRIAL ALCOHOL 

Amending Regulations 3 

TREASIIRF DEI. ARTMENT, 
OI"FICE OF COMMISSIONER OF INTERNAL REVENI. E) 

washington 85, D. C. 
To District Szfper visors and Others Concerned: 

1. On August 18, 1949, a notice of proposed rule making regarding 
industrial alcohol was published in the Federal Register (14 F. R. 
5147). 

2. After consideration of all such relevant matter as was presented 
by interested persons regarding the proposal, the following amend- 
ments of' sections 182. 64, 182. 85, 182. 87) 182. 90, 182. 92) 182. 175) 182. 176, 
182. 179, 182. 182 (new paragraph (c) ), 182. 183, 182. 229 (new para- 
gl aph (h) ), 182. 2t30) 182. 290, 182. 822) 182. 400, 182. 407, 182. 408, 182. 494, 
182, 495 (new paragraph (c)), 182. 498, 182. 514, 182. 548) 182. 550 
182. 556, 182. 557, 182. 560, 182. 561) 182. 685) the introductory text o) 
section 182. 644 and paragraphs (a) and (5) of section 182. 644, 182. 645) 
182 696) 182 774 182 904 182 908) 182 909) 182 910) 182 91 1) 182 912) 
and 182. 918 of Regulations 3 (26 CFR, Part 182), a)pproved March 6, 
1942, relating to the production of industrial alcohol, are amended 
and sections 182. 491a) 182. 498a, 182. 502a, 182. 511a, 182. 521a, and 
182. 698a are added to s)uch regulations. 

EqUIPMENT 

INDUSTRIAL ALCOHOL PLANTS 

SEO. 182. 64. WEIC HING TANKs. — Except as provided in section 182. 407, the pro- 
prietor must provide in the receiving room one or more suitable weighing tanks 
constructed iu accordance Ivith the provisions of section 182. 65. If molasses or 
other liquids are used as distilling materials, a suitable weighing or measuring 
tank must be provided for determining the quantity thereof. (Secs. 2808, 3105, 
3107, 3124 (a) (6), 3176, I. R. C. ) 

BONDED WAREHOUSES 

SEC. 182. 85. WEIcIIING TANKs. — Where alcohol is to be removed. by pipe line 
to tank cars for shipment, or to a denaturing plant on the same premises, or to 
a rectifyin, plant on contiguous or nearby premises (as authorized by section 
182. 82a), or to tank trucks for transfer in bond to another bonded warehouse (as 
authorized by section 182. 550) or to a. denaturing plant (ns authorized by section 
182. 560), or where alcohol' is to be received in tanks ears, or received in tank 
trucks from an industrial alcohol plant (as authorized by section 182. 400) or 
from another bonded warehouse (as authorized by section 1S2. 550), the proprietor 
of the warehouse Inust provide for use in weighing such alcohol one or more suit- 
able weighing tanks, constructed and secured in accordance with the provisions 
of sectiou 182. 65. (Secs. 280S, 3105, 3107, 3124(a) (6), 3176, I. R. C. ) 

SEC. 182. 87. ALOOHOL STorAGE TANKs. — The proprietor of a bonded warehouse 
must provide a sufllcient number of alcohol storage tanks for the storage of alco- 
hol received by pipe line, in railroad tank cars, or in tank trucks. Each such 
tank must be constructed and secured in accordance with the provisions of sec- 
tion 182. 74, and have painted thereon the words "Storage tank, " followed by its 
serial number and capacity in wine gallons. Each storage tank must be equipped 
with a suitable measuring device whereby the actual contents will be correctly 
indicated. Valves must be provided in the pipe connections and so arranged as 
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to control completely the fiow of alcohol both into and out of tanks, and so con 

structed that they may be lockerl with a Government lock. Except as provided 

in section 182. 74, storage tanks must not be permanently connected with pipe 

lines I' or the conveyance of air, distilled water, or other substances than alcohol 

(Secs. 2829, 3105, 3107, 3124(a) (6), 3176, I. R. C. ) 

DENATURING PLANTS 

SEc. 1S2. 90. WEIGHING TANIrs. — lVhere alcohol is stored in storage tanks or Is 
received by PiPe line i'rom a bonded warehouse on the same Premises, and the 
alcohol is not weighed at the time of transfer in a weighing tank located in the 
bonded warehouse, or where alcohol is received in taiik cars, or is received in 
tank trucks from an industrial alcohol plant (as authorized by section 182400) 
or from a bonded warehouse (as authorized by section 182. 560), or where dena- 
tured alcohol is to be removed in tank cars, or in tank trucks (as authorized by 
section 182. 72S), or by pipe line (as authorized by section 182. 98), the proprietor 
of tlie denaturing plant must provide foi use in weighing such alcohol and dena- 
tured alcohol oiie or more suitable weighing tanks, constructed and secured in 
accorrlande with the provisions of section 182. 65. (Secs. 2808, 3105, 3107, 
3124 (a. ) (6) 3176 I. R. C. ) 

Sr:C. 1S2. 92. ALcorror. SroRAGE TANEs. — Where alcohol is received by pipe line 
froin a bonded warehouse on the same premises, or in railroad tank cars, or in 
tank trucks as authorized by these regulations, a suificient number of alcohol 
storage tanks must be installed in the denaturing plant, unless the alcohol is run 
directlv, or throu h weighing tanks, to mixing tanks, as provided in sections 
182. 694 to 182. 698. If alcohol is received in barrels or drums only, storage tanks 
are not required, but the proprietor may, if he so desires, provide such tanks for 
the storage of alcohol ieceived in packa cs. Alcohol storage tanks must be con- 
stiucted and secured in conformity with the provisions of section 182. 74 and 
must be equipped with a suitable measuring device whereby the actual contents 
will be correctly indicated. Each such tank shall have plainly and leg. 'bly painted 
thereon the words "Alcohol storage tank, " followed by its serial number and 
capacity in wine gallons. Valves must be provided in the pipe connections and 
so arranged as to control completely the flow of spirits both into and out of tanks, 
and so constructed that they may be locked with a Government lock. Except as 
provided in section 182. 74, storage tanks must not be permanently connected with 
pipe lines for the convevance of air, distilled water. or other substances than 
alcohol. (Secs. 2829, 3105, 3107, 3124(a) (6), 3176, I. R. C. ) 

QUALIETING DCUUMENTS 

CARRIElrs 

Sr. c. 1S2. 175. APPLIcATICN, FCRIL 144. — Every person desiring to transport tax- 
free alcohol or specially denatured alcohol must file Form 144, "Application for 
permit to Transport Tax-Free and Specially Denatured Alcohol, " in triplicate, 
for permit so to do. The carrier will specify the mode of transportation, such as 
railroad, express company, steamship, barge line, truck, etc. , and the supervisory 
districts in which tax-free or specially denatured alcohol will be transported. '6 here steamship or barge lines or motor carriers operate between certain points 
and over certain courses or routes, such points and courses or routes will be speci- 
fie&I in tlie application. Where the mode of transportation is by tank truck, the 
carrier wIII give the serial number of each tank truclr and its capacity. Every 
person desiring to transport, in tank trucks, undenatured ethyl alcohol for trans- 
fer in bond between industrial alcohol plants, industrial alcohol bonded ware- 
houses and denaturing plants pursuant to withdrawal permits, Form 1436 or 1463, 
as the case may be, must file Form 144, properly modified, in triplicate, for per- 
rnit so to do. The carrier will give the serial number of each tank truclr and its 
capacity. In cases wliere transportation is in more than one supervisory dis- 
trict, the application shall be filed with the district supervisor in whose district 
the principal oiiice or place of business of the applicant is located. The pro. 
visions of sections 182. 105, 182. 106, 182. 115, 182. 117, and 182. 118 are hereby ex. 
tended, insofar as applicable to carriers. 

(a) Persons entitled to permtt. — Basic permits to transport tax-free or specially 
denatured alcohol, or undenatured ethyl alcohol for transfer in bond in tanlr 
trucks, shall be issued onlv to reputable carriers who are actively and regularly 
engaged generally in the legitimate business of transportation, and who possess 
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adequate facilities to insure safe delivery at destination of auy alcohol trans- 
ported by them. (Secs. 310i, 3107, 3114(a), 3124(a) (6), 3176, I. R. C. ) 

Szc. 182. 176. UBE oF MCToli TRUGKs BY RAILiioAD, STEAT&SHIP, Axn ExPREss 
COMPANIEs. — If the applies. nt is a railroad, steamship, or express company and 
operates motor trucks pursuant to contracts with the owners of such trucks 
in transporting tax-free alcohol or specially denatured alcohol or in transporting 
undenatured ethyl alcohol in tank trucks for transfer in bond between industrial 
alcohol plants, industrial alcohol bonded warehouses, and denaturing plants under 
the carrier's bill of lading, express receipt, waybill, etc. , there must be stipulated 
in the application that "In consideration of the issuance of the basic permit 
herein a. pplied for, the applicant agrees to assume full responsibility for the 
safe transportation and proper delivery of any and all such alcohol so possessed 
fpr transporting by his said trucking agents; and said applicant further covenants 
and agrees to pay to the United States all internal revenue taxes, assessments, and 
penalties due by reason of. auy diversion of said alcohol in the hands of any of 
his said agents, or as the result of the delivery by any such agent of said al- 
cphpl tp any person not authorized to receive the same. " (Secs. 3106&, 3107, 3124 
(a) (6&), 3176, I. R. C. ) 

Szc. 182. 179. CoNDITIQNs oF APPBQVAL. — No application shall be approved unless 
and until it is established by the applicant to the satisfaction of the district 
supervisor that he is a reputable carrier and is actively and regularly engaged 
generally in the legitimate business of transportation and that he possesses 
adequate facilities io insure safe delivery at destination of any tax-free alcohol 
pr specially denatured alcohol or undenatured ethyl alcohol in tank trucks which 
may be transported by him. No appli&ation for an original or renewal permit 
for the transportation in tank trucks of undenatured ethyl alcohol or specially 
denatured alcohol shall be approved unless and until it is determined by the dis- 
tri«t supervisor, after inspection, that each tank truck meets the requirements 
of the regulations in this part. (Secs. 8106, 3107, 3124(a) (6&), I. H. C. ) 

Szc. 182, 182. L'oNO, IPOR&&I 49. — 
(c) Undenat&&&ed &tfiyl al&okol ln tar&lr tr«clrs. — (1) ipranspo& tati on (&&t &notor 

carrie&s. — Motor carriers, as defined in these regulations, in order to transport 
undeustured etliyl alcoliol by tank trucks, between industrial alcohol plants, 
industrial alcohol bonded warehouses, and denaturing plants, must procure 
permits so to do, in accordance with the regulations in this part and file i&ond, 

Eorm 40, propeily modified, in the penal sum speci!i&. . d in section 182&. 183. 
(2) T&ansportation l&y consignors or cons(&to«R. — A c&iusignor or «onsignee, in 

cider to traiisport undenatured ethyl alcohol between industrial alcohol plants, 
indusirial a!cohol bonded warehouses, and denaturing plants, in tank trucl-s 
controlled and operated by such consignor oi' consignee, must file application on 
I&'orin 144 and procure permit, 1&oi'm 14. &, authorizing such tr insportstion and file 
consent of surety, lrorui 1, &'53, on his bond, I&oiun 143~=A, extending the terms 
thereof to be liable for the iax, together with penalties and interest on all unde- 
natured ethyl alcohol withdrawn, transported, . used, or sold in violation of laws 
and regulations nov or hereafter in force. If the maxinium of the present 1&ond 

is not sufficient when computed as set forth in section 182. 183, a new bond in a 
sufficient penal sum Inust be furnished to cover the additional liability. 

(8) P&esent t&errnlts and bonds. — 15asic permits (Eorm 146) aud bonds now 
held by inotor carriers, and by consiguors rind consignees, which authorize the 
transportation of tax-free and specially denatured alcohol, may, on application 
and the filing of consents of surety, be niodiiied to authorize tank truck ship- 
ments &&f uu&lenatured et!iyl alcohol for transfer in bond bet&veen industrial 
alcohol plants, industrial alcohol bonded warehouses, and deuaiuring plants and 
to contain an unde&taking to be liable for the tax, or;in amount equal to the 
tax as provided in subparagiaph (2) of this paragraph. The consent of surety, 
or a nezv bond, must be !!led so that the principal and surety will be responsible 
to the extent specified in section 182. 183. (Secs. 3106, 3107, 3114(a), 3124(a) (6), 
3176, I, R. C. ) 

Si. &'. 182. 183, I'rNAI. SUI&I or I!Oxn, ECRM 49. — Thc Penal smn of the bond must 
be computed at the rate of uot less than $1, 000 for each v«hicle (other than a 
tank true!r) to be used by the perinittee, nor niore than $10, (K)0 for all such 
vehicles so used. The penal sum of tiie boud for tlie transportation of specially 
denaiur«d alcohol in ta»k trucks shall be in the penal sum of $60, 000 for each 
such tank truck, and not more than $200, 000 for the total of all trucks used. The 
penal smn of. tlie bond for ihe transportation of undeuatured «ihyl alcohol in 
tank trucks for transfer in bond betv;e u industrial alcohol plants, industrial 



Regs. 8, I)t& 132. 64, etc. ] 160 

alcohol bonded &varehouses, and denaturing plants shall be in the penal sum of 

$75, 000 for each such tanl- truck, and not more than $200, 000 for t &e total of 

all trucks used. Where a permit is obtained authorizing the transportation of 

tax-free alcohol or specially denatured alcohol in vehicles (other than a tank 

truck), specially denatured alcohol or undenatured ethyl alcohol in tanl» trucks, 

and bond in the maximum penal sum of $200, 000 is filed, such bond shall be suif& 

cient to cover the transportation of all tax-free, specially denatured, and un 

denatured alcohol authorized to be transported by the permit. (Secs. 8105, 3M7, 

3114(a), 3124(a)(6), 8176, I. R. C. ) 

BASIC PEER&&Ts 

ISSUANCE OF ORIGINAL BASIC PERMITS 

SEO. 182. 220. LIMITATICNS UNDEP. PERIIIT. — 
(h) Permit to transport &(n(tenat&(re(t ethyl, atcohot in tank tr&(cks, Fo&TR1$5. — 

The permit will specify the supervisory districts in which the carrier will be 

permitted to transport undenatured ethyl alcohol in tank trucl»s, for transfer 

in bond between industrial alcohol plants, industrial alcohol bonded warehouses, 

and denaturing plants. If the carrier is a motor carrier operating between cer- 

tain points and over certain courses or routes, such points and courses or routes 

will be specified in the permit, The permit shall specify the number of tank 

trucl»s to be used by the permittee in the transportati(m of undenatured ethyl 

alcohol and the serial number and capacity of each. (Secs. 810;&, 8107, 8114, 
3124 (a) (6), 8176, I. R. C. ) 

SEC. 132. 280. FII. ING oF' PERMITs. — Every person receiving a basic permit under 

the provisions of the regulations in this part must file the sa&ne, together with 

a copy of the application and all qualifying documents in support of the appli- 
cation, in such manner, at the place of- business covered by the basic permit, 
that they may be examined by Government officers. Whenever iax-free or spe- 

cially denatured alcohol is transported oi. her than by & ailroad or steamship 
company, or express company operating thereon, there shall b posted in or on 

the vehicle of transportation, including motor trucks authorized to be used or 
be in the possession of the person in charge thereof, a copy of the basic permit 
(For&n 145) under which such transportation is authorizecl which has been duly 
certified as a true copy by the district supervisor issuing the same, except that 
where specially denatured alcohol is transported in a tanl» trucl» the certified 
copy of the basic peru&it under &vhich such transportatiou is authorized shall be 
attached to the rouie board of the tauk truck in accordance with section 132. 781. 
Whenever undenaiured ethyl alcohol is transported in tank trucks as authorized 
by these regulations, a copy of the basic permit (I('orm 145) under which such 
transportation is authorized which has been duly certifi d as a true copy by the 
district supervisor issuing the same, shall be attached to the route board of the 
tanl» truck in accordance with section 132. 514. (Secs. 8105, 8107, 8124(a) (6), 
81(6, I, R. C. ) 

AOTICN BE DIGTRIOT SUPERVIsoR 

ORIGINAL ESTABLISHMENT 

SFC. 182. 290. AUTHoRITE To APIRovE. — (a) By (tistrict snpernisor. — District 
supervisors are authorized to approve applications for basic permits and bonds 
relating to (1) the use of tax-free alcohol (except by the United States or gov- 
ernmental agency thereof), (2) dealing in specially denatured alcohol, (8) use 
of denatured alcohol (including the recovery of specially or completely denatured 
alcohol, or articles in the form of denatured alcohol), (4) the transportation of 
tax-free or specially denatured alcohol, or undenatured ethyl alcohol in ta» 
trucks for transfer in bond between industrial alcohol plants, industrial alcohol 
bonded warehouses, and denaturing plants, (5) the exportation of alcohol or 
specialiv denatured alcohol, (6) the removal of alcohol to customs manufactu&'- 
ing bonded warehouses, and (7) the withdrawal of alcohol tax-free for use on 
vessels and aircraft. District supervisors are also authorized to approve, insofar 
as the issuance of basic peru&it is concerned, applications on Form 1431, for the 
establishn&ent and operation of industrial alcohol plants, bonded warehouses( 
and denaturing plants. 

(t&) By Co»(&»issioner, — The Commissioner will approve applications (except 
as to the issuance of basic permits) and bonds respecting (1) the establish 
ment and operation of industrial alcohol plants, bonded warehouses, and denatur- 
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ing plants, and (2) the use of tax-free and specially denatured alcohol by the 
United States or governmental agency thereof. (Secs. 8105, 3107, 8114, 81'&4(a) 
(6), 3170, &176, I. R. C. ) 

GE&!ERAL REQUIREMENTS REGARDING OPERATIONS 

SEO. 182. 822. COMP! IANcz 1VITH REQUIREMENTs CF LAw AND REGULATIoNs. — 
I)ader no circumstances will a person conduct any operations in connection with 
the production, sto&'age, taxpayment, or denaturation of alcohol, or use tax-free 
alcohol or deal in or use specially denatured alcohol, or transport tax-free or 
specially denatured alcohol, or undenatured ethyl alcohol in tank trucks as 
authorized by the regulations in this part, or recover denatured alcohol, or articles 
in the form of denatured alcohol, until compliance with all the requirements 
of law and these regulations, and the application, bond (if required) and support- 
ing documents have been approved and a basic permit issued pursuant thereto, 
in accordance with the provisions of the regulations in this part. (Secs. 3105, 
8107, 8114, 8115, 3124(a)(6), 3176, I. R. C. ) 

OPERATION OF INDUSTRIAL ALCOHOL PLANTS 

T&&xl'AYMENT, REF!OVAL, AND TRANSFER OF ALCOIIOL FROM RECEIVING ROOM 

Szc. 182. 400. AUTHoRIzzn REMCVALs. — Alcohol produced at industrial alcohol 
plants, after. dc)&osit in the receiving i. anks, may be: 

(1) Transferred by means of pipe lines to storage tanks in a bonded warehouse 
on the bonded premises where produced, or to alcohol storage ta. nks or mixing 
tanks in a denaturing plant located on the bonded premises where produced. 

(2) Drawn into tank cars or oi. her approved containers or dragon into tank 
trucks and transferred to any bonded warehouse for storage therein, or to any 
denaturing plant for dcnaturation. 

(3) IVithdrawn upon payment of tax without being entered into a bonded 
warehouse. 

(4) Tax-paid and transferred by pipe line to a rectifying plant on contiguous 
or nearbv premises, as authorized by sections 182. '&74a to 182, 574g, 

(5) Removal for lawful tax-free purposes. (Secs. 288;&, 2891, 8105, 8106, 8107, 
8108, 8124(a) (6), 8176, I. R. C. ; sec. 809 (s ), Tariff Act of 1030 (19 U. S. C. , Supp. 
V, 1309(a), ) 

DRAWING OI'F, GAUGING, AND REMOVAL OF ALCOHOL 

Szc, 182. 407, WVEIGHING ALcoHCL REMovED Bx PIPE LINE. — iVhere alcohol is to 
be removed by pipe line, the same will be weighed in a weighing tank before 
removal from the receiving room, except that where alcohol is transferred bv pipe 
line from the receiving tanks to a bon'ded warehouse or denaturing plant on the 
industrial alcohol plant premises, and no weighing tank is provided in the receiv- 
ing room, the alcohol may be run into weighing tanl»s in the bonded warehouse 
or denaturing plant, respectively, and weighed therein. The alcohol must, in any 
event, be weighed once in connection with its transfer to the bonded warehou;;e 
or the denaturing plant. AVhere alcohol is transferred from receiving tanl. s to 
tank cars or tank trucks one or more weighing tanks must be provided in the receiv- 
ing room and all alcohol removed by pipe line must be weighed in such Iveigl&tug 
tanks, and the correct weight will be recorded by the proprietor on the appropriate 
forms. The storekeeper-gauger will balance the scales upon which the weighing 
tank is mounted before the alcohol is run into such tanl». Scales used for weigh- 
in alcohol in lots of not over 500 gallons will be tested from time to time under the 
supervision of the storekeeper-gauger, by means of test weights, provided in 
accordance with section 182. 66. Such scales will be tested by placing the prescribed 
test weights on the scales and checking the weight registered on the beam or dial 
of the scales. The test weights will th~en be removed without disturbing the bea»n 
or dial and the weighing tank filled with alcohol or water to the same weight, 
whereupon the test weights will again be placed upon the scales, the alcohol or 
water being retained in the tank and the wei ht registered on the beam or dial 
checked, This operation will be continued until the scales have been checked in 
500-pound notches at all weights for which the scales are used. Storel'eeper- 
gaugers will, from time to time, check the gallonage indicated by scales used for 
weighing alcohol in larger lots against the gallonage indicated by volumetric 
determination of the contents of the tank. Such volumetric determination will 
be made by (a) accurately ascertaining the proof and temperature of the alcohol, 
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and the depth of the liquid in the tank by means of a steel tape, (b) multiply(a» 

the depth in inches by the capacity of the tank for 1 inch of depth, and (o) 
correcting the volume to 60 degrees Fahrenheit in accordance with table No. 7 

of the Gauging AIanuah The corrected wine gallonage thus determined can then 

be compared with the wine gallons indicated by the scales. The storekeeper- 

gauger pwill not permit the use of any scales found to be inaccurate. (Secs, 2808 

8105, 8107, 3124(a) (0), 3170, I. R. C. ) 
SEc, 182. 408. PIPE-LINE REMovAI. s — A PiPe line used for the transfer of alcohol 

from the receiving room to storage tanks in a bonded warehouse, or to a denatur. 

ing plant on the industrial alcohol plant premises, or to railroad tank cars or 

tank trucl-s for shipment, must conform to the requirements of section 182. 82, 

except that alcohol may be transferred into a tank car or tank truck by means 

of a hose connection where the same is in full view of the Government oificer 

throughout its entire length. The valves on such pipe line shall be kept closed 
and locked at all times, except when necessary to be opened for the transfer 
of alcohol. The keys to all locks on the valves of pipe lines shall remain at 
all times in the custody of the storekeeper-gauger. Alcohol may be transferred 
by pipe line only under the immediate supervision of the storel-eeper-gauger, 
( Secs. 8105, 3107, 3124 (a) (0), 3176, I. R. C. ) 

OPERATION OF INDUSTRIAL AJ. COHOL BONDED WAREHOUSE 

RECEIPT OF AI. COHOL 

Src, 182491a. IN TANK TRUcxs FRos& AN INDUsTRIAI. AzcoHoI, PI ANT oR 

ANoTIIER BoNDED WAREIIoUSE. — When alcohol is received in a tank truck from 
an indnstrial alcohol plant not on the same premises or from another bonded 
wareliouse, the seals m&ist be broken by the storekeeper-gauger assigned to the 
receiving bonded warehouse and no undenatured ethyl alcohol may be removed 
from the tank truck, except in the presence of such officer. When the alcohol 
is received at the warehouse, the shipment will be examined by the proprietor 
and the storekeeper-gauger, in accordance with section 182. 493a. (Secs. 3101, 
3105, 3107, 3113, 3124(a)(0), 3170, I. R. C. ) 

SEc. 182. 493a. LPXAI&INATICN CF TANK TRUcK. — When a tank truck is received, 
it ivill be ex:imined, and if it bears evidence of loss by leakage, theft, or otherwise, 
or if the gauge of its contents discloses a loss or shortage, the storekeeper- 
gauger will make a report of the loss to the district supervisor similar to that 
required ivhen packages ivhich have sustained a loss in transit are received. 
(Secs. 3105, 3107, 3113, 3124(a)(6), 3176, I. R. C. ) 

Ssc. 182. 494. DEPosIT IN REcEIvING WAREIIOUsE. — Upon completion of the 
examination of the containers, the proprietor will accurately deterniine the 
quantity received and will check in the receipt of the alcohol against. Form 
1440 in the presence of the storekeeper-ganger and will execute the certificate 
of receipt on both copies of the form, and will note thereon and on Form 1443-A, 
or Form 1443 — B, any loss or deficiency in the shipment. The proprietor will 
then file one copy of Form 1440 as a permanent record, as provided in section 
182. 043(a), and at the close of the day will deliver the other copy with Form 
1441 to the storekeeper-gauger for transmittal to the district supervisor of his 
district. On the day of receipt of the alcohol, the stoiekeeper-gauger shall 
fill in the certilicate of receipt on Ii orm 1439, noting any losses and discrepancies. 
Where a los, . in transit is sustained the storekeeper-gauger will report the total 
loss and, . in the case of packages. the loss froin each package. The receipted 
form sliall be forwarded to the district supervisor of the district from which 
the alcohol ivas shipped. Such district supervisor will check daily, on receipt, 
each Form 1439 covering a tanlr truck shipment, and mal-e any inquiry which 
he deems necessary ivith respect to any discrepancy. In the event of failure 
to receive a form from tne storekeei:er-gauger at the consignee's premises within 
the tiine norniafiy required for the truck to make the shipment and the form 
to be sent by mail, the district supervisor will make appropriate investigation. 
(Secs. 3101, 3105, 3107, 3113, 3124(a) (0), 3170, I. R. C. ) Src. 182. 495. ilIETHOD oF DrrosIT. — 

(c) Alcohol receiued in tant& triacks. — Undenatured ethyl alcohol received m 
tank trucks shall be gauged and transferred iminediately to storage tanks. The 
seals must be broken by the storel-eeper-gauger assigned to the bonded wai'c- 
house and no undenatured ethyl alcohol may be removed from the tank truck, 
except in the presence of such oificer. (Secs. 3101, 8105, 3107, 3118, 8124(a) (6), 
3170, I. R. C. ) 
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REMOVAL OF AI COHO&, FROM R&:(. I':IVING Axi& STORAGE TANK8 

SEC. 182. 498. GAI cE oN WITHDPA&vAL. — Where alcohol is draIvn into drums, 
barrels, or similar &ontainers from receiving and si. orage tanks, the packages 
shall be gauged in accordance with the provisions of the Gauging 5I;inual (26 
CI'P. , Part 180). Where alcohol is drawn into tank cars, draIvn into tank 
trucks, or is transferred by pipe line, as authorized by the regulations in this 
part, such alcohol shall be gauged in accordance with the rules prescribed in the 
regulations in this part and in the Gauging Manual; the weight of the alcohol 
will be determined by means of weighing tanks, as provided in section 182. 407. 
Alcohol may be drawn from receivin" and storage tanks only under the imme- 
diate supervision of the storekeeper-gauger. 

(u) J"I ao(ion(&l, »Orts of «gallon, — All fractional parts of a gallon less than one- 
tenth, shown in the ('auging Manual, shall be disregarded in gauging alcohol. 
F&or ex»&»pie, a package of 190 degrees proof alcohol, weighing 820 ponnds net, 
shall be reported on F&orm 1440 as containing 47. 90 wine gallons and 91. 10 proof 
gallons. A package containing 190 degrees proof alcohol, veighing 840 pounds, 
shall be i eported as containing 50 wine gallons and k& proof gallons. 

((&) Dnk«&&is of g«»pe. — The details of all alcohol gauged in the bonded ivare- 
ho»se shall be re«orded kiy the proprietor on F&orm 1440, as hereinaftei pi ovided. 
(Secs. 8101, 8105, 8107, 8124(a) (0), 8170, I. R. C. ) 

SEC. 182. 5&02a. IPII, I. INo oF TANK TRvcIC. — The tank truck must be filled in the 
(mmediate presence of the storekeeper-gauger. Prior to filling, the storekeeper- 
gauger shall determine whether the tank truck is authorized to be used by com- 
paring the serial number and the capacity of the tank is marked thereon, with the 
copy of the basic permit, and vill inspect all openings to the tank truck to de- 
termine whether they may be effectively scale&1. If the tank truck does not meet 
such requirements, its nse for the transportation of undenatured ethyl alcohol 
will not be perinitted. After filling, the storekeeper-gauger shall seal the tank 
truck in such a inanner as wikk secure all openings affording access to the con- 
tenis of the tank. The proprietor will enter on I&'orm 1440, covering the gauge 
of the alcohol, the number of inches of undenatured ethyl alcohol loaded into each 
compai. iment and the temperature i. hereof at the time of filling, the name of 
ihe carrier, the number of the tank truck, the Si. ate license number of. tkie truck, 
the &i&iver's full naui(, and the (lriver's permit number and State issuing the 
same, the destination, the date of shipment, and the serial numbers of the cap 
seals used. (Se& s. 8101, 8105, 8107, 8108, 8124(a) (0), 8176, I. R. C. ) 

APPI&OVED CONTAINERS 

SEC. 182. 511a. TANIC Tnvrivs. —. I. »denatured ethyl al&ohol may be transported 
by tank trucks only Ivk&ere suitable storage tanks are provided on the receiving 
bonded Ivarehouse premises. The manhole covers, outlet valves, and all other 
openings on tank trucks used for shipping undenatured ethyl alcohol shall be 
equipp&'d with facilities for sealing so that the contents cannot be reinoved 
without showing evidence of tampering. Serially numbered cap seals for nse 
on such tank truck-s shall be furnished by the Goverriment and affixed by the 
storekeeper-gauger. Immediately after filling, the tank truck shall be sealed 
in such a manner as will secure all openings affording access to the contents of 
tb&' tank. (Secs. , '3101, 8105, 3107, 8108, 3124(a) (6), 8170, I. R. (". ) 

Si:o. 182. 514. TANK. Ti&vcKs. — Tank trucks may be used for transporting unde- 
natnred ethyl alcohol suk&ject to the provisions of the regulations in tliis part. 
F&. vei'y tank truck nsed to transport undenatured ethyl alcohol must conforni to 
the following requii ei»e»ts: The tank shall be securely and permanently attached 
to the frame or ch;issis ot the truck or trailer and shall be securely constructed. 
Interior bnikh&, «ks or stift'eners mnst: have proper drainage cut-outs. Maidioie 
covers, outlet valves, vents or pressure relief valves, and all other openings sliall 
be equipped for s( nliug so ns to prevent unauthorized access to the contents of the 
tank&. Outlets of each compartment must be so arranged that &kekivr&y of any 
couqiiirtinrnt vvill not Iffor(1 access to the contents of any other compartment. 
I'art(nl delivery, by Ineter or otherwise, will not be permitted. There shall be 
but one consignor per load and not less than the entire contents of any one coin- 
partnieiit shall be delivered to any one &onsignee. Calibrated chart&, prepared 
or &rriiiied bv coinpetent nnd recogniz. . d authorities or cngin: rr;, sh&»vin the 
capacity of e:i(h conipariment in wine gallons for r»(h inch of depth sliall be 
carri( 0 in enrh tr»cl&. Fonch tank trucl«hn)k also be equipped Ivith »route board, 
at lr;isi 10 by 12 iii&hes, constructed of substantial nmt(»inl nnd per»innently 
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attached thereto by round-headed or carriage bolts, nutted and riveted, battered 

or welded. Provision will also be made t' or protection, against the weather, of the 

permit and label by the use of celluloid or equally substantial material. A copy 

of the basic permit (Form 145) under which transportation is authorized (as 
required by section 182. 280) and the prescribed label (as required by section 

182. 521a) will be atfixed to such route board. Tanks shall be so constructed that 

they will completely drain the contents of each compartment, even when the 

ground is not perfectly level. Suitable ladders and cat walks, permanently 

attached, must be provided in order to permit ready examination of manholes and 

other openings. Provision shall be made for the proper grounding of tank trucks 
when filling or emptying. (Secs. 8101, 8105, 8107, 8108, 8124(a) (6), 8176, 
I. R. C. ) 

MARKS, BRAXDS, AND STAMPS 

S "c. 182. 521a. TASK TREOKs. — Each tank truck used to transport undenatured 

ethyl alcohol must have permanently and legibly marked or painted thereon its 
number, capacity in wine ga]ious, and the name of the owner in letters at least 
4 inches in height. If the tank truck consists of two or more compartments, each 
compartment nrust be identified by a letter of the alphabet, such as "A, " "H, " 
etc. , and the capacity in wine gallons of each compartment must be marked 
thereon. The consignor shall securely attach to the route board of each tank 
truck, a label showing the name, registry number, and location (city or town and 

State) of the shipping industrial alcohol plant or bonded warehouse; the name, 
registry number, and location (city or town and State) of the receiving industrial 
alcohol bonded warehouse or denaturing plant, followed by the date of shipment; 
and the quantity in wine and proof gallons of undenatured ethyl alcohol con- 
tained in each compartment. Such label shall be destroyed upon emptying the 
tank trnck. (Secs. 2808, 810o, 8107, 8108, 8124(a) (6), 3176, I. R. G. ) 

REMovAL OF ALCOHOL FROM WAREHOESE 

SEO. 182. 548. TRANSPORTATTox. — (s) In bond. — Alcohol shipped in bond to an- 
other bonded warehouse, in containers other than. tank trucks, shall be trans- 
ported to the premises of the receiving warehouse by the proprietor oi the shipping 
warehouse; or by a railroad or steamship company, or an e~press company 
operating thereon; or by a motor carrier who holds. a permit to transport tax-free 
or specially denatured alcohol or who has qualified with the Interstate Commerce 
Commission as a "self insurer"; or by other carriers, including motor and barge 
lines, who are actively and regularly engaged in the legitimate business of trans- 
portation and who possess adequate facilities to insure safe delivery at destina- 
tion of any alcohol transported by them, and who are approved by the district 
supervisor. Alcohol shipped in bond to another bonded warehouse or to a dena- 
turing plant in tank trucks shall be transported to the premises of the receiving 
bonded warehouse or denaturing plant by the proprietor of the shipping ware- 
house, or by the proprietor of the receiving bonded warehouse or denaturing 
plant, or by a motor carrier, who holds a permit, Form 145, to transport unde- 
natured ethyl alcohol in tank trucks. 

(b) Tax-free. — Alcohol withdrawn free of tax for denaturation, export, transfer 
to customs manufacturing bonded warehouse, use on vessels and aircraft, use of 
the United States or any governmental agency thereof, the several States and 
Territories or any municipal subdivision thereof, or the District of Columbia, 
hospitals, sanatoriums, colleges, laboratories, scientific purposes, etc. , must be 
transported to the premises of the consignee or, if withdrawn for export, to 
the port of export, by the proprietor of the bonded warehouse or a carrier holding 
permit on Form 145 to transport tax-free alcohol: prorided, That the consignee 
may transport the alcohol from the premises of the delivering carrier at the 
place of destination to his own premises or, in the case of export, or use on vessels 
and aircraft, to the point of lading. 

(c) 3fothod of transportation. — Alcohol shipped in bond or tax-free in accord- 
ance with paragraphs (a) and (b) of this section must be transported by the 
proprietor of the bonded warehouse or the authorized carrier personally, or by 
some person regularly and exclusively in their employ, and the right to the 
possession of any vehicle used for such transportation must be vested in the 
vendor or carrier. 

(d) Responsibilitp for delircry, — The consignor will be responsible for proper 
delivery of alcohol shipped in bond or tax-free to an authorized carrier, or to the 
premises of the consignee when delivery is made by the consignor. The con- 
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signee will likewise be responsible for the proper delivery to his permit premises 
of alcohol shipped to him in bond or tnx-free and transported by him from the 
premises of the authorized carrier. Failure to make such delivery will be 
deemed to be grounds for citation for revocation of the basic permit of the person 
responsible for the proper»lclivery of the alcohol. 

(e) Certiftogte in, bill of lad&'ng, rr&a@bill, etc. — When alcohol is transported by 
a carrier, as authorized herein, the proprietor of the shipping warehouse shall 
include in his bill of lading, waybill, ezpress receipt, etc. , a statement to the 
following effect: "Before making delivery, the agent of the delivering carrier 
nt destination must have received from the consignee a certifie copy of the 
withdrawal permit authorizing this shipment. " 

(1) Erccption; rurittcn st»Items&rt. — Where no bill of lading is issued, as in 
the case of delivery by local ezpress con&pany, a written statement to tbe above 
effect, signed by the shipper, shall be delivered to the carrier. (Secs. 8070(a), . 
8105, 8107, 8108, 3114, 8124 (a) (6), 8176, I. R. C. ) 

TBANSFKI» OF ALCOHOL IN BOND BETWEEN BONDED WAI»EHOUSKs 

SFO. 182. 5&50. Gr NE&»AL. — Alcohol may be transferred in bond from any bonded 
warehouse in original packages or other approved containers, or in tank trucks, 
after the same has been correctly weighed and proofed to determine the ezact 
contents of each package, unless withdrawn on the original gau e, to another 
bonded warehous». as hereinafter provided. (Secs. 8105, 8107, 8124(a) (6), 8176, 
I. R. C, ) 

SFO. 182. 556. Rzronr or GAvoz, FoRM 1440. — The proprietor will prepare I&'orm 
1440, in quadruplicate, giving the details of the regauge, or original gauge if 
withdrawn on such gauge, of the alcohol. The proprietor will deliver all copies 
of the 1'orm to the storel»eeper-gauger in charge, who shall upon shipment forward 
one copy to the supervisor of the district in which the shipping warehouse is 
located, nnd two copies, with one copy of Form 1489, to the storekeeper-gauger 
in charge of the receiving warehouse, and return the remaining copy to the 
proprietor of the shipping warehouse, who shall file the same as a permanent 
withdrawal record, as provided in section 1S2. 648(b). When shil&ment is made 
by tanl» truck as authorized by the regulations in this part, one copy each of 
Forms 1489 nnd 1440 for the storekeeper-gauger in charge at thc receiving ware- 
house will be sealed in an envelope n. ddressed to such storekeeper-gauger in charge 
and handed to the person in charge of the truck for delivery to the srorekeeper- 
gauger in charge and the remaining copy of Form 1440 will be mai!ed to such 
storekeeper-gauger in charge. (Secs. 8101, 3105, 8107, 8124(a) (6), 8176, I. R. C. ) 

Szc. 1S2. 557. REPoRT oF SHIPMENT, FoRM 1489. — When alcohol is transferred 
in bond to another bonded warehouse, the proprietor shall, at the time of ship- 
ment, prepare Form 1189, in duplicate, if. shipment is made to n warehouse 
located within the same distri&t, or in triplicate, if shipment is made to a 
warehouse located in another district, and immediately deliver all copies thereof 
to the storekeeper-gauger in charge, vvho sh&TR, on the snrne day, f'orwnrd one 
copy to the supervisor of the district from which the alcohol is shipped, one 
copy to the supervisor of the district to which the alcohol is shipped (&vhere 
shipment is to another district), and the remnining copy to the storel»ceper- 
gauger in charge of the receiving bonded warehouse, who, upon receipt of the 
alcohol, will dispose of the form in accordance with section 1S2, 494. When 
shipment is made by tank truck in accordance with the regulations in this 
part, the copy of 1 orm 1489 for the storekeeper-gauger in charge of the receiving 
bonded warehouse will be disposed of as provided by section 182. 556. (Secs. 
8101, 8105&, 8107, 8124(a) (6), 8176, I. R. C. ) 

WITHDRAWAL FOR DENATIJRATION 

Szc. 182. 560. SIIIPMKNT To DKNATvRINo PIANT LocATED oN OTIIKR PBI. Mrszs. — 
Alcohol may be withdrawn from a bonded warehouse for shipment to a derraturing 
plnnt located on other premises only pursuant to withdr&nwal permit, Form 
1468, authorizing such shipment. Alcohol may be so shipped in t»nk cnrs, drums, 
or other approved containers, or in tnnl» trucks. Such shipments mnr not be 
made until the proprietor of the bonded warehouse hns received from the 
dennturer the withdrawal permit, I&'orm 1463, namin. birn as vendor, nud then 
only in the quantity specified in the withdrawal permit. Upon shipment the 
proprietor of the bonded warehouse &vill enter the shipn&ent &&n the p»' m t;rnd 



Regs. 3, ()() 182, 64, etc. J 
166 

return it to the denaturer, unless he has been authorized by the denaturer to 

retain the permit for the yurpose of making future shipments. 

(a) Forr&i 1)89. — When alcohol is shipped to a denaturing plant located on 

other premises, the proprietor of the warehouse shall prepare Form 1489, in 

duplicate, if shipnient is made to a denaturing plant located in the same district, 

or in triplicate, if shipment is made to a denaturing plant located in another 

district, and immediately deliver all copies thereof to the storekeeper-gaugei 
in charge, who shall, on the sanie day, forward one copy to the district supervisoi 

of the district from which the alcohol is shipped, one copy to the district super- 

visor of tbe district to which the alcohol is shipped (vvhere shipment is to 
another district), and the remaining copy to the storekeeper-gauger in charge 
of the denaturing ylani, . When the shipment is made by tank truck as authorized 

by these regulations, the copy of Form 1489 for the storekeeyer-gauger in charge 
at the receiving denaturing plant will be disposed of in accordance with section 
182. 661(a). (Secs. 8070(a), 3101, 8106, 8107, 8108(a), 8114(a), 8124(a) (6), 
8176, I. R. C. ) 

SEO. 182. :&01. GAUGING, MARKING, ANn STAMPING UPQN WITIIDRAwAL. — Wlien 
alcohol is transferred by pipe line, or shipped in tank ears or tank trucks, to a 
denaturing plant, it will be run into a weighing tank and weighed and proofed by 
the proprietor, in accordance ivith sections 182. 406 aud 182. 407. VIhen alcohol 
is transferred or shipped to a. denaturing plant in other approved containers, 
the proprietor will regauge the packages, unless withdrawn on the original 
gauge, and will mark each paclrage in accordance with sections 182. 518 to 
182. 024: Provided, That where packages are transferred to a denaturing plant 
on the same premises the regauged markings prescribed by section 18'. 522 need 
not be placed upon the packages: An»& pro»'i&fe&f further, That where packages 
are filled from the receiving tanks of the industrial alcohol plant or from, storage 
tanks in the bonded warehouse for transfer to the denaturing plant located on 
the same premises, and the alcohol is to be denatured immediately in such 
packages and the location of the receiving room, bonded warehouse, and denatur- 
ing plant is such that the packages are transferred from the receiving room 
oi bonded v;arehouse to the denaturing plant in the immedia. te personal presence 
of the storekeeper-gauger and under his constant observation, the district super- 
visor may authorize the data, ivhich the regulations in this part require to be 
marked upon the Government head or side of the package, to be pIaced upon a 
label attached to the head or side of the container, in lieu of being printed, 
stenciled, or cut thereon. Such label shall be destroyed when the contents of the 
pacl-age are denatured. 

(a) Form 1/$0. — The proprietor will prepare Form 1440, in quadruplicate, giv- 
ing the details of the regauge, or original gauge if withdraivn on such gauge, of 
the alcohol. The proprietor will deliver all copies of the form to the storekeeyer- 
gauger in charge, who shall upon shipment forward one copy to the supervisor 
of the district in which the bonded warehouse is located, and two copies with one 
copy of Form 1489 to the storekeeyer-gauger in charge of the denaturing plant, 
and return the remaining copy to the proprietor of the warehouse, who shall file 
the same as a permanent withdrawal record, as provided in section 182. 048. 
When shipment is made by tank truck as autho& ized by the regulations in this 
part, one copy each of I'orms 1489 and 1440 for the storekeeper-gauger in charge 
at the receiving denaturing plant will be sealed in an envelope addressed to such 
storel-eeper-gauger in charge and handed to the person in cliarge of the truck for 
delivery to the storekeeper-gauger in chaige and the remaining copy of Form 1440 
will be mailed to such storekeeper-gauger in charge. (Secs. 8070(a), 8101, 8105, 
8107, 8108(a), 8124(a)(0), 8176, I. R. C. ) 

I, OSSES OE ALCOIIOX. 

SEc. 182. 085. LossEs IN TRANsIT. — Losses in transit to bonded warehouses must 
be determined a. t the time alcohol is received at the warehouse, and the loss 
reported on I'orm 1448 — A when received in tank cars or tank trucks, and on Form 
1443 — B when received in packages. I&Vhere the quantity lost from any tank car, 
tank truck, or package exceeds 1 percent (8 percent on wooden packages) of the 
quantit) shipped therein, claim for remission of tax on the entire quantity lost 
from the container mill be made by tlie proprietor, except as herein provided. If 
the loss does not exceed I percent (3 percent on wooden packages), so calculated, 
claim for remission of tax will not be required: Provided, That (a) claim for re- 
mission of tax will not be required for an amount less than 1 proof gallon, and 
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(b) there are no cir&mmstances indicating that the alcohol lost, or any part there- 
of, was unlawfully used or removed. (Secs. 310O, 3107, 3113, 8124(a) (6), 8176, 
I. R. C) 

RECORDS AND REPORTS OF PROPRIETOR 

SEC. 182. 644. Fo&'. x& 1441. — The proprietor of each bonded warehouse shall, at 
the close of each business day, prepare and deliver to the storekeeper-gauger in 
charge Form 1441, "Daily Report of Transactions, " summarizing the production, 
receipt, and disposal of all alcohol in such bonded warehouse. The form shall 
be made in duplicate, one copy to be retained by the proprietor and one copy de- 
livered to the storekeeper-gauger in charge, who will forward the same to the dis- 
trict supervisor. All items of alcohol entered in this return on Form 1441 must 
be carried into the monthly warehouse account, Fo& ms 1443 — A. and 1443 — B, under 
the same date for which the Form 1441 is rendered. 

(o) Entries from ind«strial &tlcohot plant. — In the column headed "Produced 
an(1 deposited in warehouse" will be entered all alcohol drawn from the receiving 
tanks oi: the industrial alcohol plant on the same premises during the day for 
vvhich the return is rendered. Entry must be made in this column of all al- 
cohol removed from the receiving tanks, whether removed for storage in ware- 
house in tanks or packages, or whether removed for shipment in tank cars, tank 
trucks, cases, packages, or by pipe line to a denaturing plant. 

(b) Entrics from other rc«rchouscs. — The serial numbers and proof-gallon 
content of packages or tank cars and the State license number and proof-gallon 
content of tanlr. trucks of alcohol received from other bonded warehouses will 
be entered in the proper columns under theheading "Received from other bonded 
warehouses. " If there is a difference in the quantity of alcohol thus received 
from the quantity shipped, special notation shall be made on the Form 1441. 

(Secs. 3101, 3106&, 3107, 3124(a) (6), 3171, 3176, I. R. C. ) 
Src 182. 0 I. "&, FORM 1443 — A. — The proprietor of every bonded warehouse shall 

keep a n&onthly record, Form 1443 — A, "Report of Uncoopered Alcohol, " and render 
monthly reports thereon, in triplicate, of all un«oopered alcohol produced, re- 
ceiv«d, and disposed of. Before the close of the business day next succeeding 
the day on which the transactions occur entries shall be made in the respective 
columns of the quantity of alcohol produced and deposited in the warehouse, or 
received in bond at the bonded warehouse, or pa«kages filled, and the quantities 
withdrawn for shipment uncooycrcd. Whe&e the making of the entries is deferred 
to the next business day, as authorized hc&ein, appropri:&te memoranda shall be 
maintained for the purpose of making the entries correctly. 

(a) Received, from c& p&cd&reed b&i. — All alcohol drawn from receiving tanks 
in the industrial alcohol plant located on the same premises, whether for shipment 
direct from such receiving tanks or for storage in the warehouse, will be entered 
on the form. When alcohol is received from other bonded warehouses in tank 
cars, the symbol and serial number of the tank car and the quantity of alcohol 
received will be reporte&1. When alcohol is received from other bonded ware- 
houses in tank trucks the State license nu&uber of the trucl. - and the quantity 
of alcohol received will be reported. The amount of alcohol lost in each tank 
car or tank truck in transit to the warehouse will be entered on the same line 
with the quantity stated as received in such tank car or tank truck. Losses in 
transit will not be included with the losses reported in the summary. 

(b) P&&chggcs fitt«l. — Under the headin "Packages filled" will be entered 
the details of all pa& kages filled, whether from re&. eiving t:&nl-s in the industrial 
alcohol plant on the same prcn&ises or from storage tanks in the warehouse. 
Tank cars and tanl. - truel-s will not be reported under this heading. 

(c) IViit&&t&'&&u. '&&ls. — 1 nder the headin . "&&Vithdrawal for shipment" will be 
entered daily the quantity of alcohol shipped in tanl- cars, or tank trucks, or 
removed by pipe line to a denaturing plant on the same premises. 

(d) Spc&i&&l cr&tri&F. — (1) P&cpacloing cr&d &'e»&c&i;i»g, Vghen the contents of 
pa«knges in warehouse are repackaged, or packages received from other ware- 
houses are remarked, memorandum entry &vill be made in the statement of 
Packages FiRed on Form 1443 — A, showing the serial numbers used on the new 
packs g&'s 

(2) D»»&ping. — 1Vherc the contents of pnckn, es are dmuped into storage tanlrs 
for storage or repackaging of a portion thereof, the quantity dumped will be 
entered on Form 1443 — A in the statement of "Uncoopercd Alcohol lteceived or 
Produced, " with proper explanatory note, and any new pa. ckages therefrom 
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will be entered in the statement of "Packages filled" on the form in the usual 

manner. 
(8) Other entries. — If alcohol is returned to an industrial alcohol plant for 

redistillation, appropriate entries will be made on Form 1448 — A. 

(e) Summary. — In the appropriate space on Form 1443 — A tliere must be 

entered at the enil of the month a summary of the transactions reported thereon. 

The actual quantity of alcohol remaining in the storage tanks in the warehouse 

at the end of the month will be recorded and the losses from the storage tanks 

must 'be recorded. (Secs. 8101, 3105, 8107, 8171, 8124(a) (6), 8176, I. R. C. ) 

OPERATDRs oF IEDITs'1'RI iiL ALcoHoL DzisATURIKG PI, AFi Ts 

RECEIPT OF ALCOHOL 

Szc. 182. 696. Faozr INDUSTRIAL ALcoHDL PI. ART oz BoivDED WAREHQUsz NOT 

Loc~TED oN THr. SAME PRzMIsEs. — Upon receiving Form 1440, with Fortn 1439, 
covering alcohol shipped to the denaturing plant, the storekeeper-gau er in 

charge of the denaturing plant will compare the two forms and deliver Form 
1440 to the proprietor of the denaturing plant. When the alcohol is received 
at the denaturing plant the proprietor and the storekeeper-gauger will examine 
the shipment and svhere packages bear evidence of having sustained losses in 

transit or the railroacl tank car or tank truck bears evidence of having sustained 
a loss, the losses will be determined and a report of such losses and of the 
examination of the shipment will be made in conformity with the provisions 
of sections 182. 492, 1S2. 498, and 182. 498a. 

(a) Deposit in denaturiny plaiit. — Upon completion of the examination of 
the containers, the proprietor will accurately determine the quantity received 
and will check in the receipt of the alcohol against Form 1440 in the presence 
of the storekeeper-gauger, and will execute the certificate of receipt on both 
copies of the form and note thereon and on Form 1468 — A any loss or deficiency 
in the shipnient. The proprietor will then file one copy of yform 1440 as a 
perinanent record, as provided in section 18'&. 788, and at the close of the day 
ivill deliver the other copv to the storel-eeper-gauger for transmittal to the 
clistrict supervisor of his clistrict, On tbe day of receipt of the alcohol, the 
stnrelreeper-gauger shall fill in the certificate of receipt on Form 1439, noting 
any losses and discrepancies. Where a loss in transit is sustained, the store- 
keeper-gauger will report the total loss and, in the ease of package, the loss 
from each package. The storekeeper-gauger will forsvard the receipted Form 
1489 to the district supervisor of the district from which the alcohol was shipped. 
Such district supervisor will checl- daily, on receipt, each Form 1439 covering 
a tank truck shipment, and make any inquiry which he deems necessary with 
respect to any discrepancy. In the event of failure to receive a form from 
the storekeeper-gauger at the consignee's premises within the time normally 
required for the truck to make the shinment and the form to be sent by mail, 
the district supervisor will make appropriate investigation. (Secs. 8070, 8105, 
3107, 8108(a), 3114(a), 8124(a)(6), 8176, I. R. C. ) 

Szc. 182. 698a. Ai. coHoi, RzczivED IN TAEH TRUczs. — Alcohol received in tank 
trucks shall be gauged in weighing tanks and transferred immediately to storage 
tanks or to mixing tanks for immediate denaturation. When alcohol is received 
in tank trucks, the seals nnist be broken by the storekeeper-gauger assigned to 
the denaturing plant and no undenatured ethyl alcohol removecl from the tank 
truck, except in the presence of such officer. (Secs. 8105, 3107, 8124!a) (6), 
8176, I. R. C. ) 

LOSSES OF 'ETHYL ALCOHOL 

SEc. 182. 774. Losszs Ix TRAirsIT. — Losses in transit to denaturing plants must 
be deter&Dined at the tinie alcohol is received at the denaturing plant, and the 
loss reportecl on Form 146S — A. Where the quantity lost from any tank car, tank 
truck, or nietal package exceeds 1 percent, or 8 percent in the case of any wooden 
package, of the quantity shipped therein, claim for remission of tax on the entire 
quantitr lost from the container will be made by the proprietor, except as herein 
provided. If the loss does not exceed 1 percent, or 8 percent, so calculated, claim 
for remission of tax will not be required: prouided, That (a) claim for remission 
will not be required for an amount less than 1 proof gallon, and (b) there are no 
circumstances indicating that the alcohol lost, or any part thereof, was unlawfully 
used or reinovcd. (Secs. 8103, 8107, 8113, 3124(a) (6), 8176, I. R. C. ) 



[Regs. 3, $4) 182. 64, etc. 

CARRIERS 

SEC. 182. 004. PosszssIoz& Bv UNAIITIIGRIzED CARRIFRs. — The transPortation of 
tax-free or specially denatured alcohol, or of undenatured ethyl alcohol in tank 
trucks, by a carrier not authorized by permit to transport the same is a violation 
of law and renders the alcohol subject to forfeiture. (Secs. 3105, 8107, 8108(a), 
8111, 3114(a), 8124(a) (6), 8176, I. R. C. ) 

SEc. 182. 008. REsTRICTED USE OF COIVTAINERS. — (a) Tank, wayone or tank 
trucks. — Tank wagons shall not be used for the transportation of undenatured 
ethyl alcohol. Tank trucks shall not be used for the transportation of' unde- 
natured ethyl alcohol except for transfer in bond between industrial alcohol 
plants, industrial alcohol bonded warehouses, and denaturing plants as authorized 
by these regulations. Shipment of undenatured ethyl alcohol in tank trucl's may 
be made only when the premises of the consiguee are equipped with a sufficient 
number of alcohol storage tanks for the storage of such alcohol and the consignee 
is otherwise authorized to receive such shipment. 

(1&) Railroad tank cars. — Shipment of alcohol or denatured alcohol by railroad 
tank cars may be made only when the premises of the consignor and consignee 
are equipped with satisfactory railroad siding facilities and the consignee is 
otherwise authorized to receive such shipment, (Secs. 8105, 8107, 8111, 8114(a), 
3124(a) (6), 8176, I. R. C. ) 

Src. 182. 000. DEIIvERv. — (a) Ity shipper to carr&rr. — The consi nor Ivill be re- 
sponsible for proper delivery of tax-free or specially denatured alcohol, or of 
undenatured alcohol for transportation in tank trucks, to a carrier holding a 
basic permit to transport. 

(t&) Bl&t cnrrier to United States or goecrn&nentat agency. — Where tax-free or 
specially denatured alcohol is shipped to any department, bureau, commission, or 
independent office or agency of the United States Government, the same may be 
delivered by the carrier transporting the alcohol or denature&1 alcohol Ivithout 
the necessity of receiving copy of permit to procure such alcohol. 

(1) Receipt required, — In such cases, however, the persou transporting the 
tax-free or specially denatured alcohol shall procure a receipt from the con- 
signee which receipt shall show the name and address of the consignor and the 
consignee, the quantity of alcohol or specially denatured alcohol in thc shipment, 
the date of delivery, and the name of the person receiving the alcohol as agent 
for the consignee. 

(2) I&'iliny of receipt, . — The receipt shall be filed by the carrier in the file or 
binder containing copies of withdrawal permits covering other deliveries of 
tax-free or specially denatured alcohol. (Secs. 8105, 8107, 8111, 8114(a), 
3124(a) (6), 8176, I. R. C. ) 

Src. 182. 010. DEI. Ivzav To AGERT oF Covs&CREE. — Where the &onsignee is other 
than a natural person, a certain agent must be specially designated in Ivriting to 
receive shipments of tax-free or specially denatured alcohol, or undenaiured 
ethyl alcohol in tank trucks, and the carrier transporting the tax-free or specially 
denatured alcohol, or undeuai. ured ethyl alcohol, must roc& ive a copy of the &iocu- 

ment making the designaiiou before delivery. IVhere the consignee is n natural 
person, the tax-free or specially denatured alcohol or undenatured ethyl alcohol 
must be delivered to him personally, unless he furnishes the carrier Ivith an afil- 

davit to the effect that it is in&practicable for him to receive the tax-free or spe- 
cially denatured alcohol or Imdenatured ethyl alcohol personally and desi nating 
some certain agent to receive the same for him, in which event, the carrier may 
deliver the tax-free or specially denatured alcohol or undenaiure&1 ethyl alcohol to 
such agent. Such affidavits shall be filed in the same manner;&s receipts, in ac- 
cordance with the provisions of section 182. 000. (Secs. 8105, 8107, 8111, 3114 (a), 
3124(a)(6), 8176, I. R. C. ) 

SEc. 182, 011. Ir;ABII. ITv To DEI. IvrR. — When tax-free or specially deuatured alco- 
hol, or undenatured ethyl alcohol in tank trucks, cannot for any reason be deliv- 

ered by the carrier at the point of destination, the carrier shall return it to the 
original shipper in accordanc" with the regulations of the Interstate Co&nmercc 

Commission, unless the disi. rict supervisor, upon application of the consignor, 
authorizes delivery of the alcohol to another permittee. 

(a) notification. — IVhen alcohol or denatured alcohol or undenatured ethyl 
alcohol is so returned, the carrier shall notify the original shii&per and shall for- 
ward a copy of the notiiication to the district supervisor of the district in which 
the original shipper is located with a statement of the facts. (Secs. 810, &, 8107, 
8111, 3114(n), 8124(a)(6), 3176, I. R. C, ) 

868972' — 60 — 12 



Regs. 8, IIII 182. 122, etc. ] 170 

Sac. 182. 912. Rxcosn BooK To Bn IIErT. — Each person holding a basic permit 

(Form 145) to transport tax-free or specially denatured alcohol, or undenatured 

ethyl alcohol in tank trucks, is required to keep at the place of shipment a record 

in book form containing the following information covering such alcohol received 

for transportation: 
(a) Name and address of the consignor and consignee; 

( b) Iliad (tax-free, specially denatured or undenatured ethyl alcohol) and 

quantity of alcohol contained in each package or other container; and 

(c) I)ate of shipment. 
(Se& s. 8105, 810, 8114, 8124(a) (6), 8176, I. R. C. ) 

Ssc. 182. 918. CHANoE zN PRorazEioasHzr, ETc. — Where there is a change in the 

proprietorship, persons interested in the business, or change in the individual, 

firm, or corporate name, trade name or style of a carrier holding basic permit to 

transport tax-free or specially denatured alcohol, or undenatured ethyl alcohol 

in tank trucks, the carrier must comply with the provisions of sections 182. 650 to 

182. 652. (Secs. 8105, 8107, 8124(a) (6), 8176, I. R. C. ) 

8. In order to meet the needs of the industry, this Treasury Decision 

shall be effective upon publication in the Federal Register. 
(Sect, ions 2808, 2829, 2885, 2891, 8070, 8101, 8105, 8106, 8107, 8108, 

8111, 8118, 8114, 8115, 8124 (a) (6), 8170, 8171, 8176, Internal Revenue 

Code, and section 809(a), Tariff Act of 1980; 26 U. S. C. 2808, 2829, 

2885, 2891, 8070& 8101, 8105) 8106, 8107, 8108, 8111, 8118, 8114, 8115, 
8124(a)(6), 8170, 8171, 8176, and. 19 IT. S. C. Supp. V, 1809(a). ) 

DANIEI. A. . BOI, ICII, 
Acting Commissioner of Interna/ Revenue. 

Approved September 22, 1949. 
THOMAS J. LyNCH, 

Acting Secretary of the Treasury. 

(Published in the Federal Register September 28, 1949) 

REGULATIGNs 8) SEOTIGNs 182. 122) 182. 270' 1949-20-18199 
AND 182. 272. T. D. 5742 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 182, — 
INDUSTRIAL ALCOHOL 

Amending Regulations 8 

TREASURY DEPARTMENT) 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE 

W'ashington 86, D. C. 
To District Supervisors and Others Concerned: 

1. The first paragraph of section 182. 122, the first paragraph and 
paragraph (a) of section 182. 270, and section 182. 272 of Regulations 
8 (26 CFR, Part 182), approved March 6, 1942, as amended, aIe hereby 
further amended by striking out the value "$1, 000, " wherever such 
value appears therein, and substituting therefor the valu f "$" 000, " 

Ie e ect of these ameridments is to exempt f rom indemnity bond 
eo 3i ~ 

requirements land, buildings, and equipment, the value of which is 
ess . Ia» $5, 000, in certain situations in which an indemnity bond in 

nment s lien is required by the existing regulations. 
These situations inchlde (1) the addition of p-operty to the industrial 
alcohol plant premises where an indemnity bond has been filed in lieu 
of the written consent of the owner or lien holder, (2) the alteration or 
demolishment of buildings on which a lien for taxes exists and (8) 
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the removal of apparatus or equipment on which a lien. for taxes exists. 
Indemnity bonds heretofore filed in such cases in a penal sum of less 
than $5, 000 may be terminated as to future liability by the district 
supervisor upon appropriate application therefor by the clistiller or the 
surety. 

8. It is found that compliance with the notice anti public rule- 
making procedure of the Administrative Procedure Act is unnecessary 
in connection with the issuance of these regulations for the reason that 
the amendments are of a liberalizing nature. 

4. This Treasury Decision shall be effective immediately upon its 
publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 8108, 8105, 8112 (a), 8124 (a) (6), and 8176, Internal Revenue 
Code (U. S. C. , title 26, sections 8108, 8105, 8112(a), 8124(a) (6&), and 
8176). 

GEO. J. SCHOENKMAN, 
Conimissioner of Internat Ret&ent&e. 

Approved September 9, 1949. 
THo~As J. LTNCII, 

Acting 8ecretary of the I'reast&ry. 

(Published in the Federal Register September 1o, 1949) 

RKOULATIONS 8, SKOTIoNs 182. 169, ETc. 1949-28 — 18228 
T. D. 5751 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCIIAPTKR C, PA. RT IS2. — 
INDUSTRIAL ALCOHOL 

Amending Regulations 3 

TREASURY DKI'ARTMKNT, 
OKr'ICK OI' COMMISSIONER or INTEI, N iI. RrvEN L&K, 

lVashington 85, D. C. 
To District 8nperui sons and Others Concert«&l: 

1. Sections 1S2. 169, 182. 295& 1S2. , '&5&1(b) 
& 

182. 658(b) i 182. 687(b) i 
182. 712, 182. 744(b), 1, "?. 8&06(b), 1H2. 829(b), an(1 182. 829(b) (8) of 
Regulations 8 (26 CI&'R, Ptirt, 182), approvccl March 6& 1942& are 
amended; sections 1S2. 710a and 182. 712a are added to sucli reg~ula- 
tions; and section 1S2. 710 of such regulations is revol-e&l. 

SEc. 182. 169. BoNn, Fonu 1448. — Eivery person fiiliug an application for &i basic 
permit to use alcohol free of tax upon filing his application, I& orui 144&, and before 
issuance of permit pursuant thereto, shall execute a bond on lroim 144', "Tax- 
Free Alcohol User's Bond, " in triplicate, iu conformity witli tlie provisions of 
sections 182. 184 through 182. 205, aud file the same ivitli the district supervisor: 
Pro&:ided, That no bond ivill be requlrecl ivhere applications are filed by a State 
or Territory, or ui. inicipal subdivision thereof, or bv the District of &'olniubia, 
or ivhere the quantity of alcohol covered by basic permit, Forni 144&, does not 
exceed 60 wine gallons per annum and the quantity ivhich may be on hand, in 
transit, or unaccounted for at any one time does not exceed 5 wine allons (10 
proof gallons). (Secs. 3105, 3108, 3124(a) (6), 31&6, I. R. 61) 

SEU. 182. 295. PaooEDURE AYYI. IUABTE. — The foregoing provisions of this article 
respecting the action required of district superviso& s in connection with applica- 
tions for original basic permits will be followed, to tlie extent applicable, where 
there is a chauge in the individual, firm, or corporate name, or in the trade nanie 
or style, where the premises are to be operated initially under a trade ni&me or 
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style, or where there is a change in the proprietorship, location, premises, con 

struction, apparatus and equipment, or in the type of premises or operation, or 

where there is a change in the title to industrial alcohol plant or bonded ware 

house property, or where such property becomes subject to a mortgage, judg 

ment, or. other encumbrance, or where operations are permanently discontinued; 

Provided, That in the case of industrial alcohol plants, bonded v arehouses, or 

denaturing plants, where there is a change in the individual, firm, or corporate 

naine of the permittee, or where an industrial alcohol plant is to be again operated 

under a trade name or style previously approved by the Commissioner, or where 

an industrial alcohol plant has been operating as a registered distillery or as a 

fruit disi. illery and is to be again operated as an industrial alcohol plant by the 

proprietor whose qualifications were previously approved by the Commissioner 

the district supervisor may autliorize the commencement of operations prior to 

the review of the qualifying documents by the Commissioner. In such cases, 
the district supervisor will notify the permittee by letter and attach one 

copy of such letter to the qualifying documents. (Secs. 8105, 8124(a) (6), 
8176, I. R. C. ) 

Sac. 182. 551(b). Withdiaieul permit. — If the application is approvecl by the 
district supervisor, he will issue a withdrawal permit on Part II of the Form 
1486. If the applicant's basic permit on Form 1488 for his bonded warehouse 
limits the quantity of alcohol that may be on hand, in transit, and unaccounted 
for at any one time, the quantity authorized by the withdrawal permit on Form 
1486 to be withdrawn during any calendar month, shall not exceed such quantity 
specified in the applicant's basic permit. The district supervisor will forward 
the original copy of the withdrawal permit to the applicant and will retain the 
duplicate copy for his files. When the proprietor of the receiving warehouse 
desires to procure alcohol, he will forward the original of the withdrawal permit 
to the proprieior of the bonded warehouse named therein from whom he desires 
to procure tlie alcohol. Upon shipment, the proprietor of the shipping warehouse 
will enter the shipment on the permit and return it to the consignee, unless he 
has been authorized by the consignee to retain the permit for the purpose of 
making future shipments. Ko alcohol may be shipped by a consignor named in 
the withdrawal permit until such permit is in his possession. Except as pro- 
vided in paragraph (d), further like transfers may be made under such permit 
during the term for which it is issued. 

SEc. 182. 658(b). IVitkdrau, &it permit. — If the application is approved by the 
district supervisor, he shall issue witlidrawal permit on Part II of Form 1450. 
The permit shall specify the quantity that may be procured during any calendar 
month and the total quant;ity that may be procured during the period for which 
the withdrawal permit is issued. The total quantity authorized by the with- 
draival permit shall not exceed that fixed in the basic permit, Form 1447, and 
the quantity that may be withdrawn during any calendar month shall not exceed 
one-twelfth of such quantity: Provided, That if the withdrawal permit, Form 
1450, is issued for a period of less than 12 months, the qua. ntity authorized to be 
withdrawn in any calendar month shall be in proportion to the period for which 
the ivitl. drawal permit is issued; for example, if the withdrawal permit is issued 
for a period of 6 months, not over one-sixth of the total quantity specified therein 
may be withdrawn during a ca1endar month: Aiid provided fw ther, That where 
the withdrawal p. . rmit is issued for a period less than that covered by the ap- 
plicant's basic permit, the total quantity authorized in the withdrawal permit 
shall be in proportion to the unexpired term of the basic permit. The withdrawal 
permit shall specify the date when the same shall be available for withdrawal 
purposes. The district supervisor will forward the original copy of the with- 
drawal permit to the permittee and will retain the duplicate copy for his files. 

SEc. 182. 687(b). IVithdraical permit. — If the application is approved by the 
district supervisor, he will issue a withdrawal permit on Part II of the Form 1468. 
Where the applicant's basic permit limits the quantity of alcohol, specially de- 
natured alcohol, and recovered or restored denatured alcohol that may be on 
hand, in transit, and unaccounted for at any one time at the denaturing plant, 
the quantity authorized by the withdrawal permit to be withdrawn during any 
calendar month shall not exceed the quantity so limited in the basic permit. The district supervisor will forward the original copy of the withdrawal permit 
to the applicant and will retain the duplicate copy for his files. When the 
proprietor of the denaturing plant desires to procure alcohol h 'll f th ori i 1 f h o e withdrawal permit to the proprietor of the industrial alcohol 
plant or bonded w r a chouse named therein from whom he desires to procure alcohol. Upon shipment, the proprietor of the industrial alcohol plant or ware- 
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house will enter the shipment on the permit and return it to the denaturer, 
unless he has been authorized bv the denaturer to retain the permit for the pur- 
pose of making future shipments. No alcohol may be shipped by a consignor 
named in the withdrawal permit until such permit is in his possession. Except 
as provided in paragraph (d), further like transfers may be made under such 
permit during the term for which it was issued. 

SEc. 182. 710a. I&oR5I 1472. — A report of each sample submitted by the store- 
keeper-gauger for analysis shall be prepare&1 by him on Form 1472, "Report on 
Denaturants, " in triplicate and forwarded to the chemist. (Secs. 3070, 3102, 
3106, 3124(a)(6), 8176, I. Ii. C. ) 

SEC. 1S2. 712. REPQRT OF AxxLYSIs BY THE CHE5IIST. — Upon completion of tbe 
analysis of the denaturants, the authorized chemist shall make a report of his 
analysis on the I&'orm 1472, in triplicate, received from the storekeeper-gauger, 
note his approval or &lisapprov«l of the samples thereon, and sign the same. 
One copy of the I& orm 1472 shall be returned to the storekeeper-gauger in charge 
of the denaturing plant, one copy shall be forwarded to the district supervisor 

~ and the remaining copy shall be transmitted to the Commissioner. (Secs. 3070, 
3102, 310o, 3124(a)(6), 3176, I. R. C. ) 

SEO. 182. 712a. RETERTIolv oF SEMPLES. — The chemist must hold all samples of 
denaturing grade wood alcohol, methyl alcohol, and denaturants used for com- 
pletely denatured alcohol for 6 months, and other samples of denaturants for 80 
days, so that they will be available for future reference, if necessary. (Secs. 
3070, 3102, 3106, 8124(a) (6), 3176, I. R. C. ) 

SEO. 182. 744(b). IVithdrama/ permit. — If the application is approved by the 
district supervisor, he will issue a, withdrawal permit on Part II of Forn& 1464. 
Where the applicant's basic permit, I& orm 1433, limits the quantity that may be 
on hand, in transit, and unaccounted for at any one time at his denaturing plant, 
the quantity of specially denatured alcohol authorized by the permit i. o be 5vith- 
drawn during a calendar month shall not exceed the quantity of alcohol, specially 
denatured alcohol, and recovered or restored denatured alcohol authorized by 
the applicant's basic permit to be on hand, in transit, and unaccounted for at 
any one time at the denaturing plant, less the quantity oI ethyl alcohol author- 
ized to be withdrawn pursuant to withdrawal pernIit, I&'orm 1463. The district 
supervisor will forward the original copy of the withdrawal permit to the ap- 
plicant and will retain the duplicate copy for his files. When the proprietor of 
the receiving denaturing plant desires to procure specially denatured alcohol, 
he will forward the original of the withdrawal permit to the proprietor of the 
denaturing plant named therein from whom he desires to procure specially 
denatured alcohol. Upon shipmeni. , the proprietor of the shipping denaturin" 
plant will enter the shipment on the permit and return it to the receiving de- 
naturer, unless he has been authorized by the receiving denaturer to retain tbe 
permit for the purpose of making future shipments. No specially denatured 
alcohol may be shipped by a consignor named in the withdrawal permit until 
such permit is in his possession. Except as provided in paragraph (d), further 
like transfers may be made under such permit during the term for which it was 
issued. 

SEO. 182806((I). I)'itl&drawat permit. — If the application is approved by the 
district supervisor, he shall issue withdrawal per&nit on Part II of Form 1177. 
The permit shall specify the quantity that may be procured during any calendar 
month and the total quantity that may be procured during the period for which 
the withclrawal permit is issued. The total quani ity authorized by the 5viihdrawal 
permit shall not exceed that fixed in the basic permit, Form 1476, and the quantity 
that may be witlulrawn during any calendar nIonth shall not exceed one-twelfth 
of such quantity: Prooidcd, That if the withdrawal permit, I&'orm 1477, is issued 
for a period of less than 12 months, the quantity authorizecl to be withdrawn in 
any calendar month shall be in proportion to the period for vvhich the withdraival 
permit is issued; for exatnple, if the withdrawal permit is issued for a period of 
6 months, not over one-sixth of the total quantity specified therein may be 5vith- 

drawn during a calendar month: And proaided further, 'I'hat where the with- 
drawal permit is issued for a period less than that covered by the applicant's 
basic permit, the total quantity authorizecl in the withdrawal pernut shall be in 
proportion to the unexpired tenn of the basic permit. The withdrawal permit 
shall specify the date when the same shall be available for withdraival purposes. 
The district supervisor 5vill forivard the original copy of the 5vithdraival permit 
to the permittee and will retain the duplicate copy for his files. 

SEO. 182. 829(t&). 7&'itMra&oat pcnmit, — If the application is approved by the 
district supervisor, he shall issue withdra5val pertuit on Part II of Form 1486. 
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The permit shall specify the quantity that may be procured during any calendar 

month and the total quantity that may be procured during the period for which 

the withdrawal permit is issued. The total quantity of each formula author. 
ized by the withdrawal permit shall not exceed the quantity of. such formula 

iixed in the basic permit, Form 1481, and the quantity of such formula that may 

be withdrawn during any calendar month shall not exceed one-twelfth of such 

quantity: Pronidcd, , That if the withdrawal permit, Form 1485, is issued for a 
period of less than 12 months, the quantity authorized i. o be withdrawn in any 
calendar month shall be in proportion to the period for which the withdrawal 
permit is issued; for example, if the withdrawal permit is issued for a period 
of 6 months, not over one-sixth of the total quantity specified therein may be 
withdraivn during a calendar month, subject to the provisions of subparagraphs 
(1) and (2): And p& ovirled fnrtker, 'I'hat where the withdrawal permit is issued 
for a period less than that covered by the applicant, 's basic permit, the total 
quantity authorized in the withdrawal permit shall be in proportion to the unex- 

pired term of the basic permit. If withdrawals are to be made in drums or 
barrels, the permit shall be in multiples of 55 wine gallons. The withdrawal per- ~ 

mit shall specify the date when the same shall be available for withdrawal 
purposes. The district supervisor will forward the original copy of the with- 
drawal permit to the permittee and will retain the duplicate copy for his files. 

(8) Ex&option. — The district supervisor may, in his discretion, by appropriate 
modification or amendinent of' the withdrawal permit, pursuant to application 
on Part I of Form 1485, and, in the case of (1) and (2), upon proper showing of 
necessity therefor, (1) in the case of a seasonal business, authorize withdrawal 
during any calendar month of not to exceed a 2 months' allowance, or (2) issue 
to the permittee, in lieu of an annual permit, Form 1485, one or more with- 
drawal permits for. a specified quantity or period, subject to the restrictions in 
this section as to the maximum quantity that may be vvithclrawn during any one 
month, or (8) where the quantity that may be withdrawn during a calendar 
month under paragraph (b) amounts to less than 1 drum (55 wine gallons), 
authorize the withdrawal during a calendar month of a quantity not exceeding 
1 drmn (55 wine gallons), or (4) where the applicant does not have on file a 
bond and the quantity that may be withdrawn during a calendar month under 
paragraph (5) amounts to less than 5 wine gallons, authorize the withdrawal 
during a calendar month of a quantity not exceeding 5 wine gallons: Provided, 
That the total quantity authorized under (1), (2), (8), or (4), pursuant to all 
Forms 1485 issued to any permittee, shall not exceed the quantity specified in 
the applicant's basic permit, Form 1481, that may be withdrawn during the 
period for which it is issued: Provided further, That such additional with- 
drawals shall not be authorized under (1), (2), or (8), unless the bond of the 
permittee is in a sufficient penal sum to cover the increased quantity in addition 
to the regular withdrawal allowance. 

2. The amendment, of section 182. 169 brings this section into agree- 
ment with section 182. 658(b) (3) in respect to bond requirements in 
those cases where quantities of tax-free alcohol in excess of 5 wine 
gallons (10 proof gallons) at one time are procured for economic rea- 
sons by permittees whose permits limit the annual withdrawal and use 
to 60 wine gallons. 

3. The clistrict supervisor is, under the amendn1ent of section 
182. 295, authorized to permit the resumption of operations by an in- 
dustrial alcohol plant which has been operating as a registered dis- 
tillerv or a fruit distillery and which has been previously approved by the Commissioner, prior to review of the qiialifying documents by the 
Commissioner. 

4. The requirement that the district supervisor of the receiving 
district prepare and furnish the district supervisor of the shipping district a copy of the withdrawal permit, in those cases involving inter- 
cistrict, shipments of alcohol and specially denatured alcohol, has 
been Ileleted by the amendmeat of sections 182. 551(b) 

& 
182. 653(&) 

& 182. 687(6) 
& 

182 (74 (5) & 
182 806(b) 

& 
and 182'829(~) ~ 
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5. Form 14(2 is prescribed for use in connection with the submis- 
sion and approval of samples of denaturants, in lieu of Forms 1470 
and 1472, uncler the provisions of sections 182. 710a and 182. 712. Sec- 
tion 182. 710 relating to Form 1470 is revoked. Paragraph (b) of sec- 
tion 182. 712 has been rewritten as section 182. 712a. 

6. The amendment of section 182. 829(b) is for the purpose of. in- 
suring that quantities of specially denatured alcohol authorizecl to be 
withdrawn and used under basic permit, Form 1481, will be within the 
total authorized by all withdrawal pernlits, Fornl 1485, issued in any 
case. 

7. It is found that compliance with the notice, public rule-making 
procedure, and eiTective date requirements of the Administrative Proce- 
dure Act is unnecessary in connection with the issuance of these regu- 
lations for the reason that the amendments are of a clarifying, liberal- 
izing, and administrative nature. 

8. This Treasury Decision shall be effective immediately upon its 
publication in the I» ederal Register. 

0. This Treasury Decision is issued Imder the authority contained 
in sections 3070, 3102, 3105, 3108, 3124(a, ) (6), and 3176, Internal 
Revenue Code (IJ. S. C. , title 26, sections 3070, 3102, 3105, 3108, 3124 
(a)(6), and 3176). 

FRED S. MARTIN, 
Acting Commissioner of Internal Revenue. 

Approved October 14, 1040. 
TIIOMAs J. LYNcII, 

Acting 8ecretary of the Treasury. 
(Published in the Federal Register October 20, 1949) 

REGULATIGNs 3, SKcTIGNs 182. 302, ETc. 1949 — 10-13180 
T. D. 5(34 

TITLE 2G — IV(TERNAI. RKVKN('E. — CHAI'TER I, SUBCHAPTER C, PART 182. — 
PIIODUCTION OIr INDUSTRIAL AI. COIIOL 

Amending Regulations 3 

TREASURY DEPARTMENT& 

OFI"ICK OF COMMlssmNKR OI' INTERN &L RKYKNUK 
IVashington "5, D. C. 

To District Supervisors and Others Concerned: 

1. On June 3, 1040, notice of proposed rule mal ing regarding the 
withdrawal of samples of alcohol by proprietors of industrial alcohol 
plants was published in the Federal Register (14 I»'. R. 2918) . 

2. No objections having been received to the proposal, sections 
182. 392, 182. 303, 182. 304, 182, 305, 182. 307, 182. 308, and 182. 309 of 
Regulations 3 (26 CFR, I'art 1S2), approved March 6, 1042, r& latiug 
to the produc(ion of indtlstrial alcohol, are amended to read as~ follows: 

8sc. 182. 392. UNFINIsnsn Ar. coIIon. — Upon approval by ihe storelreeper-, auger 
in charge at the plant of a vvritten application i)led in accordance v&ith the pro- 

visions of section 182. 391(a), the proprietor Iuay take samples of alcohol in the 
course of distillation and prior to its deposit in the receiving cistern. The size of 
such samples shall not exceed 1 quart, and the number of samples taken must 
be restricted to the minimum necessary to determine the &Iuality of the alcohol 

being produced. In any case where a quart s«mple is considered insufhcient for 
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the purpose for which it is intended, tbe district supervisor, upon receipt of a 
written application filed in accordance with tbe provisions of section 182. 394(b), 
may authorize the withdrawal of samples of a size greater than 1 quart. (Secs 
3105, 8124(a)(6), and 3176, I, R, C. ) 

SEc. 182. 803. IerNrsrrEO ArcorroL. — Upon approval by the storekeeper-gauger 
in charge at the plant of a written application filed in accordance with the pro- 
visions of section 182. 304(a), the proprietor may take samples of finished alcohol 
from the receiving rooru of: tire industrial alcohol plant for chemical analysis, 
including organoleytic examination, only. The size of such samples shall not 
exceed 1 quart, and the number of samples taken must be restricted to the mini- 
mum necessary for the purpose intended. In any case where a quart sample is 
considered insuflicient for the purpose for ivhich it is intended, the district super- 
visor, upon receipt of a written application filed in accordance with tlie pro. 
visions of section 182. 304(b), may authorize the withdrawal of samples of a size 
greater than 1 quart. (Secs. 8105, 3124(a) (6), and 3176, I. R. C, ) 

SEC. 182. 394. APPLIOATIoN. — (a) To the storel'eeper-gauger. — When the pro- 
prietor desires to procure samples of unfinishe alcohol or of finished alcohol, 
and such samples are of a size not in excess of 1 quart, he shall make application, 
in triplicate, to the storekeeper-gauger in charge at the plant. The application 
shall be given a serial number beginning with "1" for the first application and 
running consecutively thereafter. Tire application shall specify the reasons why 
the samples are desired, the number and size of the samples to be taken, and 
the pla. ce or places of reruovah Where it is desired to take samples from the 
plant regularly for the purpose specified, the application may be made for that 
purpose. No sample may be taken until the application is approved. 

(b) To the district supervisor. — Where the proprietor desires to procure sam- 
ples of unfinished alcohol or of finished alcohol, and such samples are of a size 
greater than 1 quart, he shall make application, in triplicate, to the district 
supervisor. The application shall be given a serial number within the series 
prescribed in subsection (a) of this section, and shall show the reasons wby 
the samples are desired, the number and size of the samples to be tal-en, the 
place or places of removal, and the reasons ivhy samples of a size in excess of 
1 quart are considered necessary. No samyles may be taken until the application 
is approved. (Secs. 3105, 3124(a) (6), and 3176, I. R. C. ) 

SEO. 182. 395. APPRovAL oF APPLICATJoN. — (a) Bg the storelteeper-gauger in 
el!urge af. the plant. — The storekeeper-gauger must satisfy himself as to the need 
for the number of saruples desired and the legitimacy. of the purpose for which 
they are to be used bef'orc approving the application. Upon approval or disap- 
proval, the storel-eeyer-gauger shall note such action upon each copy of the 
application, return one copy to the proprietor, forward one copy to the district 
supervisor, iind retain the original copy in his offlce. 

(b) Bg tlie district supervisor. — 'I'he district supervisor must satisfy himself 
from the facts presented as to the need for the samples and the legitimacy of the 
purpose for which they are to be used before approving the application. Upon 
approving or disapproving the application, he shall retain a copy in bis office 
and return ihe ori inal and one copy to the storekeeper-gauger in charge at the 
plant, ivho shall file the original and return the copy to the applicant. (Secs. 3105, 3124(a) (6), and 3176, I. R. C. ) 

SEc. 182. 307. LAREI. . — At the time of the withdrawal of a sample the proprietor shall prepare a label and a copy thereof. The label and copy shall be prepared on payei having approximate dimensions of 3 inches by 5 inches. The proprietor shall shoiv on the fa'bel and on the copy, in the order listed and upon separate lines, the following inforination: 
(1) The word "Sample"; ! ) e serial number of the approved application covering the withdrawal !2) Th er' 

of the sample; 
(3) The kind (finished or unfinished) of alcohol; (4) The place from which the sample was removed; 

plant; 
(5) The name of the proprietor, followed by the registered numbe f the ro 
(6) The size of the sample; 
(7) If the sam leis p e is to be analyzed at other than the immediate or contigu- ous premises of the proprietor, the name and address of the laboratory or purchaser fo which the sample is to be sent. Upon completion, the label an el and the cony shall be presented to the storekeeper- 

v e accuracy of the data thereon, date and sign both copies, and superi ise the affixing of the label to the sample container. The copy 
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of the label shall be filed by the storekeeper-gauger iu accordance lvith the pro- 
visions of section 182. 898. (Bees. 8105, 8124(a) (6), and 3170, I. R. C. ) 

tl«c. 182. 898. OFFIOE REcosn. — The proprietor shall furnish sufficient file cases 
for the filing and retention of salnple recor&lg, The copies of labels shall be kept 
by the storekeeper-gauger as a record of samples removed, and shall be filed 
numerically by application number an&i chronolowcally by date. (Secs. 8105, 
3124(a) (0), and 3170, I. R. C, ) 

SEC, 182. 309. DIsPosITIoN QF SAMPI. Es. — The samples nnlst be use&1 solely for 
chemical analysis, including organoleptic examination. They may not be fur- 
nished to salesruen and clealers for advertising or soliciting purposes, Ivhere 
alcohol is sold subject to approval as to quality, a sample tal-en pursuant to the 
provisions of sections 182. 803 to 182. 807, inclusive, may be furnished the pur- 
chaser. Itemnants or residues of samples taken from the industrial alcohol 
plant or receiving room remaining after analysis or examination, an&1 which 
are not desired to be retained as laboratory specimens or further analysis or 
examination, must be returned to vessels in the distilling system or receiviug 
tanks, unless the conclition of the remnants or residues is such as to render them 
un, uitable for such disposition, If such remnants or residues of saml&les are 
unsuitable for return, they should be destroyed in the presen&'e of the store- 
keeper-gauger. (Secs. 3105, 81i24(a) (0), and 8170, I. R. C. ) 

3. These amendments are designed to establish appropl iate limita- 
tions and requirements for the withdrawal by proprietors of industrial 
alcohol plants of samples of alcohol for laboratory analysis, including 
organoleptic examination. 

4. This Treasury Decision shall be efFective on the thirty-first day 
follovving the date of its publication in the I ederal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 810, "&, 81O4(a) (6), and 3176, Internal Iievenuc Code 
(IT. S. C. , title 26, sections 3105, 8194 (a) (6), and 3176) . 

GEO. J. SCIIOENEMAN& 
Comniissioner of Internal Re& enue. 

Approved August 95, 1MB. 
TIIOMAS J. LYNCII, 

Acting Secretary of the Treasung. 

(Published in the Federal Register August 31, 1040) 

REGULATICNs 3. , SEcTICNs 189. 455, ZTc. 1NO-17-18148 
T. D. 5&714 

TITLE 28 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 182. — 
INDUSTRIAL ALCOHOL 

Amendin Regulations 3 

TREASURY DEPART&urX T, 

OFFICE OF COM1VIISSIONER OF INTKRXAL Rl''IKXI E, 
$Vashinyton '~, &, D. ( . 

To District Super»isors and Othe&s t:oncernc&l: 

1. The first paragraph of section 18&. 455, the first. paragraph of sec- 

tion 182. 64or, the first paragraph of section 18o. 646, section 18'&. 648 (a), 
(0), the first paragraph of section 18o. 787, and the first paragraph of 
section 18'. 8oo of Re ulations 8 (96 CI&'R, Part 182), approved 

March 6, 104'&, arc amended to read as follows: 

SEO. 182, 455. GENEI&hr, . — The proprietor of every industrial al& ohol plarit shall 

k thly record on I~orms 1442 and 1488 (if a bonde&l lvarehouse is not 
'&''ll; f 

maintained on the industrial alcohol plant premiscsl, in tripli«;i(&. ;is herein;l ter 

provided. All of the information called for in e;1&h fornl, as in&lieut&'ll bv the 
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headings of columns a. nd lines of the form and the instructions printed thereon 
or issued in respect thereto, and as required by these regulations, will be given. 
Entries shall be made on the forms before the close of the business day next 
suc. ceding the day on which the transactions occur, except that summary entries 
will be rue&de at the close of the month. Where the making of entries is deferred 
to the next business day, as authorized herein, appropriate memoranda shall be 
maintained for the purpose of making the entries correctly. 

Sxc. 182B45. I&'onM 1443 — A. — The proprietor of every bonded warehouse shall 
keep a monthly re&. ord, Icorm 1443 — A, "Report of Uncoopered Alcohol, " and render 
monthly reports thereon, in triplicate, of all uncoopered alcohol produced, re- 
ceived, and disposed of. Before the close of the business day next succeeding 
the day on which the transactions occur entries shall be made in the respective 
columns of the quantity of alcohol produced and deposited in the warehouse, or 
received in bond at the bonded warehouse, or packages filled, and the quantities 
withdrawn for shipment uncoopered. Where the making of the entries is deferred 
to th next business day, as authorized herein, appropriate memoranda shall be 
maintained for the purpose of making the entries correctly. 

Src. 182. ('46. FoRM 1443 — B. — The proprietor shall keep monthly record on 
Form 1443 — B, "Report of Alcohol in Packages, " in triplicate. There shall be en- 
tered daily the quantity of alcohol transferred at the warehouse to packages or 
received in packages from other bonded warehouses and the quantities withdrawn 
for shipment in packages from the warehouse. Entries of withdrawals of alcohol 
for taxpayment and deposit in the tax-paid storeroom (if any) should show the 
disposition of such alcohol to the proprietor of the warehouse for such purpose. 
When alcohol is withdrawn in packages directly from receiving tanks in an in- 
dustrial alcohol plant on the same premises, it shall be regarded, for accounting 
purposes, as having been constructively warehoused and all records of produc- 
tion, depositing, and withdrawal of such alcohol shall be made as for alcohol 
actually entered into the warehouse in original packages or in storage tanks. 
The required entries shall be made in the form before the close of the business 
day next succeeding the day on which the transactions occur. Where the making 
of the entries is deferred to the next business day, as authorized herein, appro- 
priate memoranda sh'&ll be maintained for the purpose of making the entries 
correctly. 

Ssc. 182. (&48. («) 2'(»&e of n&«1&ing entries. — Entries shall be made on Record 
52 an&1 lrorm 52 — E, as indicated by the headings of the various columns and in 
acco;&lance with instructions l&rinted on the torms before the close of the busi- 
ness day next succeeding the day on which the transactions occur. Where the al'ing' of the entries is deferred to the next business day, as authorized herein, the proprietor shall maintain a separate record, such as invoices, of the re- 
movals of alcohol, showing the removal data required to be entered on Record 52 or Form 52 — E, and app&'opriate memoranda of other transactions required to be entered on such records, for the purpose of making the entries correctly. 

((&) 8cf&«rate record oj serial nun&i&ers of cases. — Serial numbers of cases of 
the &ro ri 
alcohol disposed of need not be entered on Record 52 or For 52 — E 'd d or orm — provi e 

&e i&roprietor keeps in his place of business a separate record approved b the . 
i& supervisor showing such serial numbers with necessary identifying data, incln&ting the date of removal and the name and address of the consignee. Such separ;&te record may be kept in book form (including 'loose-leaf books) or may con, ist of commercial papers, such as invoices or bills, Such books invoices 

p served for a period of 4 years and in such a manner that the &equircd information may be ascertained readily therefrom and during such period shall be available during business hours for inspection and the tal. ing of 
by revenue ofticers. Entries shall be made on such separate approved record before h e t e close of the business day next succeeding the day on which the transactions occur. Where the making of the entries is deferred to tl&e next business da 

maintained for the ur o 
ay, as authorized herein, appropriate memoranda shall be 

whose separate record has b 
p p se of making the entries correctly. The proprietor 

a notation on Record 52 or For 
as been approved by the district supervisor shall m»e r F rm 52 — E in the column for reporting serial num- ers as follows: "Serial number umbers shown on commercial records per author«y 

s 
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Sac. 182. 787. F&oax&s 129 ANn 1468-A, D, C, D, E, x~n F. — The proprietor shall 
keep a monthly record on Forms 129 and 1468 — A, 0, C, D, E, and F, in triplicate, 
of all alcohol and denaturanis used for denaturation, and removed (either before 
or after denaturation) during the month, and on hand the first and last of the 
inonth. E&ntries shall be made on the forms before the close of the business day 
next succeeding the day on which the transactions occur, except that summary 
entries will be made at the close of the month. Where the n&aking of the entries 
is deferred to tIIe next business day, a. s authorized herein, appropriate memo- 
randa shall be inaintaiiied for the purpose of making the entries correctly. 

Sac. 182. 822. RFcosi&, F&oi&M 1478. — Every bonded dealer holding peru&it to deal 
in specially denatured alcohol must keep Form 1478, in triplicate, covering his 
trarsactions for encl& month. One copy of the form shall be retained by the 
bonded dealer and the two remaining copies must be forwarded by the bonded 
dealer on or before the flftl& day of the su««ceding month to the district super- 
visor. There will be entered daily the details of all specially denatured alcohol 
received, and when received from a denaturing plant the number of such plant 
shall be entered in ihe coluinn provided therefor. 'l'he amount of speciaily 
denatured alcohol lost from each lot in transit to the bonded dealer's storeroom 
will be entered in the proper column on the same line with the quantity reported 
received in such lot. The quantities reported lost in transit will not be included 
in the losses in the storeroom reported in the sumniary. Details will be eniered 
daily of. all specially denatured alcohol disposed of to manufacturers or other 
bonded dealers or any other disposition of such specially denatured alcohol. 
The number of the basic permit of. the manufacturer or bonded dealer to whom 
specially denatured alcohol is shipped shall also be appropriately entered. 
Where several packa es are shipped or delivered on the same clay to the same 
person, the a gregato quantity so shipped or delivered may be stated on one 
line, The required entries shall be niade in tlie form before the close of the 
business day next succeeding the day on which the transactions occur. Where 
the making of the entries is deferred to the n; xt business day, as authorized 
herein, appropriate memoranda shall be maintained for the purpose of making 
the entries correctly. 

lff 

2. These amendments are intended for the purpose of allowing ad- 
ditional time for making required entries in I&"orms 52 — E, 120, 1442, 
1443 — A, 1443 — B, 1408 — A, D, C, D, E, and I&', 1478, 1488, a. nd Record 52. 

8. It is found that compliance with the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. C. 
1001 et seq. ) is unnecessary in connection with the issuance of these 
regulations for the reason that the changes made are of a liberalizing 
character. 

4. This Treasury Decision shall be eRective on the thirty-first day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued uiider the authority contained 
in sections 8070, 3101, 8103, &121(c), 8124 (a) (0), 8171, 8170, Intemial 
Revenue Code (U. S. C. , title 26, secs. 3070, 8101, 310'&, 8121(c), 
8124(a) (6) i 3171& 3170) 

GEo. J. ScHozr K&I. vx, 
Comm&iseioner of Interna/ Ee»enue. 

Approved August 2, 1040. 
Tiroiif is J. I vlcc&r, 

Acting 8ecretory of the Treas&iry. 

(I'uI&lished in tlie I&'«&(eral Register August 0, 1040) 
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REGULATIQNs 3, SEGTIoNs 182. 594 AND 182. 595. 1949-24-18243 
T. D. 5758 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 182. — 
INDUSTRIAL ALCOHOL 

Amending Regulations 8 

TRE 4. SURY DEPARTMENT) 

OFFICE OI' COMMISSIONER OF INTERNAL REVENUE) 
Washington 85) D. C. 

To District Supervisors and Others Concerned: 
1. Sections 182. 594 and 182. 595 of Regulations 8 (26 CFR) Part 182), 

approved March 6, 1942, relating to industrial alcohol, are hereby 
amended as follows: 

OPERATIoN oF INDUsTRIAL ALcoHQL BoNDED WAREHCUsEs 

EXPORTA. TION OF ALCOHOL FREE OF TAX 

SEO. 1S2. 594. ERPCRT BoNDs. — Bonds covering the exportation of alcohol may 
be executed by the exporter on one of the follov)dng forms in the penal sums 
indicated: 

(u) Continuing direct export bond, Form Iqi95. — If alcohol is to be withdrawn 
from time to time on one bond, a continuing bond on Form 1495 shall be filed, in 
triplicate. The penal sum of such bond shall be sufficient to cover the tax at the 
distilled spirits rate on the maximum quantity of alcohol that may remain rn- 
accounted for at any one time, provided that the maxiiiium penal sum of such 
bond shall not exceed $200, 000, but in no case shall the penal sum be less than 
$1, 000. Alcohol withdrawn for exportation shall remain unaccounted for until 
satisfactory proof of landing abroad, or loss at sea or in transit to the port of 
export, has been filed with the district supervisor, in accordance with section 
182. 604 or 1S2. 612. 

(b) Continuing transportation for export bond, Form IJ)96. — If alcohol is to 
be withdrawn from time to time on one transportation for export bond, a con- 
tinuing bond on Form 1496 shall be executed, in triplicate. The bond will be 
executed in a penal sum sufficient to cover i, he tax at the distilled spirits rate 
on the maximum quantity of alcohol that may remain unaccounted for at any 
time, provided that the maximum penal sum of such bond shall not exceed 
$200, 000 but in no case shall the penal sum be less than $1, 000. Alcohol vvith- 
drawn for transportation for export shall remain unaccounted for until satis- 
factorv proof of clearance of the alcohol from the port of export, or of loss in 
transit to the port of export, is filed with the district supervisor, in accordance 
wiih section 182. 604 or 182. 612. 

(o) Di) eot export bond, Form IlP7. — If the bond is intenrled to cover a specific 
lot of alcohol withdrawn for direct exportation it shall be executed on Form 
1497, in triplicate. The penal sum of such bond shall be not less than the tax 
at the distilled spirits rate on the quantity of alcohol to be withdrawn for 
exportation, provided that the maximum penal sum of such bond shall Dot exceed 
$200, 000. 

(d) Transportation for export bond, , E'orm 1498. — If the alcohol is to be with- 
drav n for transportation for export and a bond is given only for a specific lot of 
alcohol, the bond shall be executed on Form 1498, in triplicate. The penal sum 
of such bond sha'll be not less than the tax at the distilled spirits rate on the 
quantity of alcohol to be ivithdrawn foi exportation, provided that the maximum 
penal sum of such bond shall not exceed $200, 000. (Secs. 8105, 8124(a) (6), 81«, I. R. C. ) 

SEc. 182. 595. APPRCVAL QF BCND AND IssUANcE CF PERMIT. — The district super- visor will examine the bond and if it is properly executed, as provided in sections 182. 1S4 through 182. 205, and in the maximum penal sum, or in a sufficient penal sum computed as prescribed in section 182. 594, to cover the tax at the clistilled 
spirits rate on the alcohol to be exported, he shall note his approval thereon, retain one copy, forward one copy to the Commissioner, and return one copy to the principaL If the exporter has complied with the law and regulations in all respects, the district supervisor will issue permit on all copies of Form 1456 for removal and transportation of the alcohol and forward them to the store- keeper-gauger in charge of the ivarehouse: propidcd, Tl)at if the exporter is not the warehouseman, the district supervisor finds that he is entitled to a permit 
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under section 3114, 1. R. C. , and section 182. 1C6 of these regulations. (Secs. 
288&&, 2886, 310o, 3124(a)(6), 3170, 176, I. R. C. ) 

2. The purpose of these amenchnents is to prescribe $200&000 as the 
maximum penal sum for export boncls filed on Forms 1495, 1490, 1497, 
and 1498. 

3. It is found that compliance with the notice ancl public rule-mak- 
ing proceclure of the Administrative Procedure Act (5 I, . S. C. 1001 et 
se&l, ) is unnecessary in comiection with the issuance of tliese regulations 
for the 'reason that the changes made ale of a liberalizing character. 

4. This Treasury Decision shall be effective on the thirty-first day 
after the da(e of its publication in the Federal R& «ister. 

(Sections 2885, 2886, 3105, 3124(a) (0), 3170, and 3176 of the In- 
ternal Revenue Cocle {26 IJ. &S. C. , sections 2885, 2880, 3105, 3124 (a ) (6), 3170, and 3176) . ) 

Gzo. J. ScHozNEMAN, 
Oom&n~'ssioner of Infe) no/ Revenue. 

Approved november 3, 1949. 
TiioMAs J. I. INCH, 

Acting Secretory of the Treissnrsj. 

(Published in the Federal Register November 0, 1049) 

RzrULATioNs 3, SrcTioNs 182. 928, ETc 

Amending Regulations 3 

1949 — 17 — 13149 
T. D. 5726 

TITLE 28 — 1NTEI&NAI, REVENUE. — CHAPTER I, SUBCHAPTER C, PAI&T 182. — 
iXDUSTI&IAL AI. COHOL 

TREASURT DEPARTM)'. NT, 
Orricr. or CoMM&SSI&)NER OF INTERNAL REVENUE, 

7Va~hi»@ton 2i& D. O. 
To District S«pen, z'so& s one Others Ooncerned: 

1. Sections 182. 928, 182. 929& 182. 930& and 182&. 931 of Regulat)ons 
3, "Industrial Alcohol, " approvecl Marcli 0, 1942 ('&0 CI& R, I', &) t 18 '), 
are hereby amended. 

2. The purpose of these ameiichnents is to revise the proceclure for 
the recording of Government property and the disposition of cap 
seals used and removecl at inclustiial alcohol plants, bonded ware- 
llollses& a)) &1 dona tul'lng pin)its. 

3. It is founcl that compliance wi(h the noi, ice, public rule-making 
proceclure, and e8ective date re&iuirenients of the Administrative I'ro- 
cedure A&. t (1'ublic, Xo. 404, Seventy-ninth Congress) is unnecessary 
in connection with thc issuaiice of tliese regu) ations for the reason tliat 
the changes n)ade are of an administrative nature only. 

SE«, 182. 028. ItEMovAL, or CAP SEALs. — Except 'ls pl'ovided in section 382). ', )27, 
cap seals ivhich have been affiried )n;&I be remove(1 only by a storel&eeper-g:)ager 
or so)ue other &&ffi&. er designated for the purpose 1)y the district super) i. &&r, 

The oiii«er xvin &lesiroy;&11 re)uovcd cap seals in a n)armer sufiicient to prevent 
th& ir further us&. (Secs. 31&), i, . 3124(a) (6), 317&1, I. R. C. ) 

SEc. 18". 0'0. Sroi«szzzp) R-G AvoE)cs RE& orn oz &. 'Ap A)vn Loci- SEA). s. — A record 
of cap seals received, used, and rciuove&l, aud of loci- seals received and used 
at ca«h industrial alcohol plant, bonded v arehouse, or denaturing plan(, as 
the c;)8&' m&)v be, )vill be liept by storel&ceper-ga»-& rs &&n Form "8!), '&'lovers)neat 
Officer's lt&'cord and Report of Government Property, " in accordance vvitl& the 
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titles of the columns and lines and the instructions on the form. Form 289 
will be kept in the Government cabinet when not in use. (Secs. 8105, 
8124(a) (6), 8176, I. R. C. ) 

SEG. 182. 980. STOREREEPER-GAUGER's REPORT oF GovERNMENT PROPERTY. — On 
or before the fifth day of the month succeeding that for which the transactions 
are reported, the storekeeper-gauger will prepare a monthly report on Form 
289 of all Government property at the industrial alcohol plant, bonded ware 
house, or denaturing plant, as the case may be. Form 289 will be prepared in 
duplicate, in accordance with the titles of the columns and lines and the instruc- 
tions ou the form. He Trill forward the original to the district supervisor and 
retain the copy for his files. (Secs. 8105, 8124 (a) (6), 8176, I. R. C. ) 

SEc. 182. 981. DIsTRIGT SUPERvIsoR s REPORT oF Locls Ax n GAUGING INSTRU- 
MENTS. — District supervisors will be held accountable for the Government locks 
and seals, including cap seals, supplied upon their respective re)luisitions, and 
for those received from their predecessors in office. Outgoing district supervisors 
will take receipts from their successors in ofiice for the Government locks then 
in use and on hand, and for seals on hand in the district. District supervisors 
will keep an account of locks and gauging instruments and vill make return 
thereof smniannually to the Commissioner on Form 152, "Return of Locks and 
Gauging Instruments. " (Secs. 8105, 8124(a) (6), 8176, I. R. C. ) 

4. This Treasury Decision shall be effective on the thirty-first day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 8105, 8124(a) (6), and 8176, Internal Revenue Code (26 
U. S. C. 8105, 8124(a) (6), and 8176) . 

GEO. J. SCHOENEMAN) 
Commissioner of Interna/ Eei)enue. 

Approved August 4, 1949. 
THOMAS J. I YNCH) 

Acting Secreta' of tAe Treasurg. 
(Published in the Federal Register August 10, 1949) 

REOULATIoNs 8 (Appendix) 1949-17-18169 
T. D. 5788 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 182. — 
INDUSTRIAL ALCOHOL 

Amending appendix to Regulations 8 

TREASURY DEPARTMENT) 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE ) 

Washing(on M) D. O. 
To District Supervisors and Others Concerned: 

CFR Par 
1. The appendix to Regulations 8 approved Ma h 6 1942 (26 rc art 182), is hereby amended by authorizing the following formula for the Inanufacture of completely denatured alcohol: 

FORMULA NO. 15 
To every 100 gallons of ethyl alcohol of not less than 160 degrees proof add: 8. 5 gallons of ST — 115 or a compound similar thereto. 0. 25 gallon of methyl isobutyl ketone. 1. 0 gallon of CS — 501. 

1. 0 gallon of kerosene. 
2. The purpose of this amendment is to alford manufacturers of completely denatured alcohol more latitude in the selection of denaturants. 
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8. It is found that compliance v ith the notice, public rule-making 
procedure, and eRective date requirements of the Adnnnistrative Pro- 
cedure Act (Public Law 404, Seventy-ninth Congress) is unnecessary 
in connection with the issuance of these regulations for the reason 
that the change made liberalizes requirements imposed upon the 
industry by enabling it to use the new formula in lieu of formulae 
now prescribed for completely denatured alcohol. 

4. This Treasury Decision shall be eRective upon its publication in 
the Federal Register, 

5. This Treasury Decision is issued under the authority contained 
in sections 8070(a), 8105(a), and 3176, Internal Reve»ue Code 
(U. S. C. , title 26, secs. 8070 (a), 3105 (a), 3176) . 

(+zo. J. ScttoExt:i~tax) 
Commissioner of Interna1 lt et enue. 

Approved August 5, 1040. 
T1xoitxs J. Lvmcxt, 

Actt'nq 8ecreta~ry of the Treasury. 

(published in tin l~, de~ nl Register Au "ust 11. 1MO) 



Regs. 4, 11 (1 188. 8, etc. l 

DISTILLED SPIRITS 

INTERNAL REVENUE CODE 

REGULATTGNs 4, SEGTIQNs 188. 8) ETc. 1949-20-18200 
T. D. 5747 

TITLE SG — INTERNAL REvENUE. — CHAPTER I, SUBCHAPTER C, PART 183. — 
PRODUCTION OF DISTILLED SPIRITS 

Amending Regulations 4 

TREASURY DEPARTMENT) 

OFFICLr OF COMM ISSIOVER OF INTERiVAL REVXiVUE, 
Washington 85, D. C. 

To District Superv 'sors and Others Concerned: 

1. On June 22, 1949. notice of proposed rule making regarding the 
withdrawal of samples of. distilled spirits by registered distillers was 

published in the Federal Register (14 F. R. 8879) . 
2. A fter consideration of all such relevant matter as was presented by 

interested persons regarding the proposal, sections 188. 8(a), 188. 264, 
188. 265. 188. 266, 188. 267, 188. 269, 188. 270) 188. 271. 188. 275, 188. 277, and. 

188. 298 of Regulations 4 (26 CFR, Part 188), approved February 28, 
1940, relating to the production of distilled spirits, are amended, and 
sections 188. 8(n — 1) and 188. 270a are added to such regulations as 
follosvs: 

Ssc. 188. 8, DEFINITIoNe — + 

(a) "Approved containers" shall mea. n casks, barrels, or similar wooden pack- 
ages, or Ilrums, or similar metal pacl-ages, having a capacity of not less than 10 
wine gallons each, or railroad tanl- cars: Provided, That, for the withdrawal of 
samples for laboratory analysis, "approved containers" shall mean any container 
of less tlran 10 wine gallons capacity. 

(~1) "Laboratory analysis" shall mean the determination of the composition 
of distilled spirits by chemical, physical, or organoleptic examination. 

Ssc. 188. 264. UNFINISIIEn SPIRITS. — Upon approval by the storekeeper-gauger 
in charge at the distillery of an application submitted in acdordance with the 
provisions of section 188. 266, the distiller may remove for laboratory analysis 
samples oi distilled spirits in the course of distillation and prior to their 
deposit in the cistern room, as follows: 

(a) Samples, not exceeding 8 pints in the aggregate, of the product of 
each still in a distilling unit in each 24-hour period; 

(h) Where a discontinuous or batch still, such as a gin still, is operated, 
samples, not exceeding 8 pints in the aggregate, of the product of each 
batch distilled; 

(c) Where the distiller desires to obtain spot-samples from various plates 
of a still in the course of distilling a day's production, samples, not exceeding 
1 quart in the aggregate, from each of the various plates; 

(d) Where special conditions prevail, such as the necessity for determin- 
ing the efiiciency of a new still, or for other valid reasons, which require 
additional samples of unfinished spirits for analytical purposes during 
specified periods, the application required by section 188. 266 shall be sub- 
mitted by the storekeeper-gauger to the district supervisor for his approval prior to the withdrawal of the additional samples. The size of such 
samples shall not exceed 1 quart, and the number of samples must be restricted to the minimum necessary for analytical purposes; (e) Where the distiller desires samples in excess of those provided for in (a), (h), (c), and (d), he may remove such samples: Provided, That, 
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if in containers of less than 1 proof gallon, such removal shall be subject 
to pavment of tax in accordance with the provisions of section 188. 270a(h), 
and, if in containers of I proof gallon or more, such removal shall be made 
pursuant to taxpayment in accortlance with the provisions of section 188. 298 
to 188. 290, inclusive. The size and number of samples taken must be 
restricted to the minimum necessary for the purposes for which intended. 
In authorizing the taking of si. mples, the storekeeper-gauger will exercise 
discretion with the view of allowing sufficient samples to enable the distiller 
to determine the quality of the product. (Sec. 8170, I, R. C. ) 

SFC. 188. 205. I"INIsirzn Spiarrs. — The distiller may take from the cistern room 
of the distillery samples of distillecl spirits for laboratory analysis. Such samples 
shall not exceed 1 quart, in the aggregate, in each 24-hour period from any tank 
in the cistern room: I'rorrided, That, when a tank is filled and emptied and 
filled again in the same 24-hour period, samples, not to exceed 1 quart in the 
aggregate, may be taken from each filling of the tank. Such samples may be 
withdrawn upon approval by the storekeeper-gauger in charge at the distillery 
of an application filed in accordance with the provisions of section 188. 206. The 
taking of samples f'rom the cistern room at more frequent intervals or in greater 
quantities shall not be authorized: Provided, That, where the distiller desires 
samples in number or quantities in excess of these limitations, he may remove 
samples in containers of less than 1 proof gallon subject to payment of tax 
in accordance with the provisions of section 183. 270a((&), and in containers of 
1 proof &"allon or more upon taxpayment in accordance with the provisions of 
sections 188. 298 to 1S8. 290, inclusive. (Sec. 8176, I. R. C. ) 

SEO, 188, 206. APPLIcATICN. — 1Vhen the distiller desires to remove samples of 
unfinished spirits or finished spirits for laboratory iilialysis un&ler the provisions 
of sections 188. 204 and 1S3. 20&i, respectively, he shall make application, in tripli- 
cate, to the storekeeper-gauger in charge at the distillery. The application shall 
be given a serial number beginning with "1" for the first application and running 
consecutively thereafter. The application should specify the reasons why the 
samples are desi&. . e&1, the number. and size of the samples to be taken, and the place 
or places of removal. WVhere it is- desired to remove samples regularly for the 
purpose specified, except saniples subject to taxpayment, the application may be 
made for that purpose. AVhere samples subj &. t to taxpayment are desired, appli- 
cation shall be submittecl each day such samples are to'be procured. 'Xo sample 
may be taken until the application is approved. (Sec. 3176, I. R. C. ) 

SEc. 183. 2(ii. Appr&CVAL oF AppLIOATICN. — The storekeeper-gauger must satisfy 
himself as to tlie need for th&i number of samples desired and the le "itimacy of 
the purpose for which they are to be used before approving the application. The 
storekeeper-gauger, upon approval or disapproval of the application, shall return 
one copy to the warehouseman, forward one copy to the district supervisor, and 
retain the original copy in his office. (Sec. 8176, I. R. C. ) 

SEC. 183. 269. LA&&Er. . — At the tii»e of the vvithdrawal of a sample, the proprietor 
shall prepiire a label and a copy thereof. The label and copy shall be prepared 
on paper having approximate dimensions of 8 inches by 5 inches. The proprietor 
shall show on the label and on the copy, in the order listed and upon separate 
lines, the following information: 

1. The word "Sample"; 
2. The serial number of ihe approved application covering the withdrawal 

of the sample; 
8. The kind of spirits; 
4. The place from which the sample was removed; 
5. The name of the distiller followed by the registered number of the 

distillery and the name of the State in which located; 
0, The size of the samples and, in re ard to samples in containers of less 

thmi 1 proof gallon taken subject to payment of tax, the quantity in proof 
gallons extended to the fourth decimal place (the proof allon c&»itent of 
other samples need not be shown on the label); 

7. If the sample is to be analyzed at other than the immediate or contigu- 
ous premises of the proprietor, the name a»d address of tlie laboratory or 
purchaser to which the sample is to be sent. 

Upon completion, the label and the copy shall be presented to the storekeeper- 
gauger, who shall verify the accuracy of the data thereon, date aiid sign both 

copies, and supervise the affixing of the label to the sample container, IVhere 
the label is to be placed upon a container of a sample talre» subject to payment 

SGS072" — Oo IS 
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of tax pursuant to the provisions of section 183. 270a(b), the storekeeper-gauger 

shall write upon the label and the copy the words "subject to taxpavment. " The 

copy of the label shall be filed by the storekeeper-gauger in accordance with the 

provisions of section 183. 270. The distiller shall not be required to af}ix red 

strip stamps to containers of taxable samples of spirits. Containers of samples 

of spirits in quantities of 1 proof gallon or more taken subject to payruent 

of tax, shall be marked, branded, and stamped, in accordance with the provisions 

of sections 183. 285 to 183. 296, inclusive: Provided, That, where it is impracticable 

to so mark and brand a sample container, the mandatory marks and brands may 

be shown on an additional label afhxed to the container. (Sec. 3176, I. R, C. ) 
SEC. 183. 270. OFFIcE REcoBD. — The proprietor shall furnish suificient file cases 

for the filing and retention of sample records. The copies of labels shall be kept 

by the storekeeper-gauger as a record of samples removed and shall be filed 

numerically by application number and chronologically by date. If the distiller 
operates an internal revenue bonded warehouse on or contiguous to the dis- 

tillery premises, the record of samples removed from the distillery shall be 
maintained separately from the record of samples removed from the warehouse. 

( Sec. 3176, I. It. C. ) 
SEC. 183. 270a. RLPOBT ov TAxABLE SAMPLEs. — (a) General, — Taxable samples 

shall be reported by the distiller on Form 1598 in accordance with the instruc. - 

tions on the form. 
(b) Containers of Less than I gallon. — L~'ach day that samples in containers 

of less than 1 proof gallon are withdrawn subject to payment of tax, the store- 
keeper-gauger shall enter on Form 1615, "Taxable Samples of Distilled Spirits, " 
in quadruplicate, a record of the taxable samples removed. All the information 
called for by the foIm shall be furnished. At the end of each month, the store- 
keeper-gauger shall complete the report, retain one copy of the form and deliver 
the remaining three copies to the distiller, who shall forward the three copies 
to the collector with remittance for the tax due. The collector shall execute his 
certificate of taxpavment on each copy of the form, retain one copy, and return 
the remaining two copies to the distiller, who shall retain one copy and deliver 
the other copy to the storekeeper-gauger. The storekeeper-gauger shall note 
the taxpayment on his retained copy and forward the other copy to the district 
supervisor. (S C. 3176, I. R. C. ) 

SEc. 183. 271. DIBPCSITION oF SAMPLEs. — The samples must be used solely for 
laboratory analysis. They may not be furnished to salesmen and dealers for 
advertising or soliciting purposes. Where spirits are sold subject to approval as 
to quality, a sample taken pursuant to the provisions of sections 183. 265, 183. 266, 
and 183. 267 may be furnished the purchaser. Remnants or residues of samples 
taken from the distillery or cistern room not subject to taxpayment remaining 
after analysis or examination and which are not desired to be retained as labora- 
tory specimens or for further analysis or examination should be returned to 
vessels in the distilling system, unless the condition of the remnants or residues 
is such as to render them unsuitable for such disposition. If such remnants or 
residues of samples are unsuitab!e for return to the distilling system, they should 
be destroyed. (Sec. 3176, I. R. C. ) 

SEC. 183. 275. Fos SPIBITS UNBEB SEOTIoN 2883, I. R. C. — Distilled spirits pro- 
duced at a proof in excess of 159 degrees and reduced in the receiving cisterns 
to not more than 159 and not less than 100 degrees of proof may be drawn from 
such cisterns into casks, barrels, or similar wooden packages, or into drums, or 
similar metal packages, having a capacity of not less than 10 wine gallons each, 
or into railroad tank cars, and tax-paid or transferred to any internal revenue 
bonded warehouse for storage therein; Prouided, That spirits of any proof to be 
removed for laboratory analysis may be drawn into containers or packages having 
a capacity of less than 10 wine gallons each. The spirits may be drawn into 
railroad tank cars only in case the premises of the distiller and the consignee are 
equipped with suitable railroad siding facilities. Such railroad siding facilities 
must, in the case of transfers in bond, extend into the receiving warehouse. 
( Secs. 2883, 3176, I. R. C. ) 

SEc. 183. 277. Fos SPIRITs UNDER SEOTICN 2878, I. R. C. — KxcePt as otherwise provided herein, distilled spirits which before reduction in the receiving clsterns are of a composite proof of not more than 159 degrees shall be drawn into casks~ barrels, or similar wooden packages, or into drums, or similar metal packages& having a capacity of not less than 10 wine gallons each. Such distilled spirits~ for the purpose of exportation only may be drawn into wooden packages, each containing two or more metallic cans having a capacity of not less than 5 w»e gallons each. The construction of such wooden packages for exportation, and 
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the filling, marking, and branding thereof, must conform to the specifications set 
forth in the regulations governing the warehousing of distilled spirits (20 CFR, 
part 188). Such distilled spirits, either before or after reduction, for the pur- 
pose of laboratory analysis, may be drawn into containers or packages having a 
capacity of less than 10 wine gallons each. (Secs. 2878, 8170, I. R. C. ) 

SEc. 188. 298. APPLIcATIoN, I oxx& 170. — Whenever the distiller desires to tax- 
pay and remove in packages direct from the cistern room distilled spirits pro- 
duced at a proof in excess of 150 degrees and reduced to not &nore than 109 and 
not less than 100 degrees of proof or when, pursuant to approved application, 
he desires to tax-pay and remove samples of spirits for laboratory analysis in 
&ontainers of I proof gallon or more, he shall execute application therefor on 
Form 170, in quadru&&licate, aml deliver all copies to the storekeeper-gauger. 
(Secs. 288:3, 8170, I. R. C. ) 

3. These amendments are designed to establish appropriate limita- 
tions and requirements for the withdrawal by registered distillers of 
samples of clistilled spirits for laboratory analysis, including organo- 
leptic examination. 

4. This Treasury Decision shall be effective on the thirty-first day 
following the date of its publication in the k'ederal Register. 

5. Thi~s Treasury Decision is issued under the authority contained 
in sections '2878, 2883, and 3176, Internal Revenue Code (U. S. C. , 
title 26, sections 9878, 9883, and 3176). 

CrEO. J. ScnoENEAIAN, 
Commissioner of Interna/ JI', evenue. 

Approved Scptelnber 14, 1949. 
TIIOMAS J. IivNCII, 

Acting Secretary of the Treasury. 
(Pubfish& d in the Federal Register September 21, 1940) 

REQULATIDNs 4~ SI''cTIDNs 183 81' ETO. 1949 — 90 — 13201 
T. D. 5743 

TITLE 26 — INTEI&NAL REVENUE. CIIAPTER I, SUBCHAPTER C, PART 183. — 
I'RODUCTIOV OI' DISTILLED SPIRITS 

Amending ltegulations 4 

TREASURy DEPARTI&IENT, 
OFFICE or Cowfi&IISSIONKR Ol INTERNAL REvENUE, 

lVash&&gton 85, D. C. 
To D& trict Superv~'sors and Others Concerned: 

1. Sections 183. 81, 183. 145, 183. 146, and 183. 148 of Regulations 4 
(06 CI&'R, Part 183), approved May OO, 1940, as amended, are hereby 
further amended by striking out the value "$1, 000, " wherever such 
value appears thetein, a»&1 substituting therefor the value "$5, 000. " 

9. The etfect of. these amendments is to exempt from indemnity 
bond requirements land, buildings, and equipment, , the value of. Ivhich 
is less than $5, 000, in certain situations in which 0» indemnity bo»d 
in lieu of the Government's lien is required by the existing regul;&tions. 
These situations include (1) the addition of property to the distillery 
premises where an indemnity bond has been filed in lieu of the II rit ten 
consent of the person possessing the right of redemption, or other lien 
holder, (2) the alteration or demolishment of buildings on which a lien 
for taxes exists, n«&1 (3) the removal of apparatus or equipment on 
which a lien for taxes exists. Indemnity bonds heretofore file in such 
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l f l th n $5000 may be terminated as to future 

liability by the district supervisor upon approp1 iate application there. lla lhty v t 

8. It is found that compliance with the notice and public rule- 

making procedure o le min' d f tl Administrative Procedure Act is unnecessary 

In connection wit le Issuance 'th tl 'ssuance of these regulations for the reason, 

that the amendlnents are of a liberalizing nature. 
4. This Treasury Decision shall be effective immediately upon its 

publication in the Federal Register. 
5. 'This Treasury ecision i . Th' T. , D 'sion is issued under the authority contained in 

sections 2800 (e), 2815, 8176, and 8180, Internal. Revenue ( ode (U; S. C. , 
title 26, sections 2800 (e), 2815, 8176, and 3180) . 

GEO. J. SCIIOENEMAN, 
Commissioner of InternaL Revenue. 

Approved Septelnber 9, 1949. 
TIIOMAS J. I&vNCH. 

& 

Acting Secretary of the Treasury. 

(Published in the Federal Register September 15, 1949) 

REGULATIo&s 4, SEcTIUN 183. 170: Procedure ap- 1949 — 28 — 1M24 

TITLE 2G — INTERNAL REVFNUE. — CHAPTER I, SUBCHAPTER C, PART 183. — 
PRODUCTION OF DISTILLED SPIRITS 

Amending Regulations 4 

TREASURY' DEPARTMIBNT1 
OrrICE OF COMMISSIONER OF INTERNAL REVEKUE1 

Washington 85, D. C. 
To District Supervisors and Others Concerned: 

1. Section 188. 170 of Regulations 4 (26 CFR, Part 183), approved 
February 28, 1940, relating to the production of distilled spirits, is 
hereby anlended to read as~follows: 

SEc. 183. 170. PBOGKDLBE APPLIcABLE. — The foregoing provisions of this article 
respecting the action required of district supervisors in connection with the 
establisltment of distilleries will be followed, to the extent applicable, where 
there is a change in the individual, firm, or corporate name of the distiller, or 
in the trade name or style, or where the distillery is to be operated initially 
under a trade name or style, or where there is a change in the proprietorship, location, premises, construction, apparatus and equipment of the distillery, or 
in the type of plant, or in the title to the distillery property, or where such 
property becotnes subject to a mortgage, judgment, or other encumbrance, or where operations are permanently discontinued: Provided, That where there is a change in the individual, firm, or corporate name of the distiller, or where the distillery is to be again operattel under a trade name or style previously approved by the Commissioner, or where the distillery is to be operatetl under alternatiug proprietorships anti a former proprietor whose qualificatiotls u ere previously approved by tile Commissioner is again to operate the distillery~ or ~here a registered distillery has been operating alternately as a fruit dis- tillery or as an industrial alcohol plant and is to be again operated as a registered tlistillery by the proprietor whose qualifications were previously approved by tbe Commissioner, the district supervisor may authorize the com- mencement of operations prior to the review of the qualifying documents by the Commissioner. In such cases, the district supervisor will notify the dis- tiller by letter and attach one copy of such letter to the qualifying documents. (Sec. 3176, I. R. C. ) 
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2. The purpose of this amendment is to delegate authority to the 
district supervisor to pertnit the commencement of operations by a 
registered distillery which has been operating as an industrial alcohol 

lant or as a fruit distillery, and which has been previously approved 
y the Commissioner, prior to review of the qualifying documents by 

the Commissioner. 
8. It is found that compliance with the notice, public rule-making 

procedure, and effective date requirements of the Administrative 
Procedure Act (5 U. S. C. , section 1001 et seq. ) is unnecessary in con- 
nection with the issuance of these regulations for the reason that the 
amendment is of a liberalizing character. 

4, This Treasury Decision shall be effective immediately upon its 
publication in the Federal Register. 

5. This Treasury Decision is Issued under the authority contained 
in section 8176, Internal Revenue Code (U. S. C. , title 26, section 
8176). 

FRED S. MARTINi 
Acting Commissioner of Internal Eevenue. 

Approved October 14, 1949. 
THCMAS J LYNCHI 

Acting 8ecretary of the Treasvrtl. 
(Published in the I&'ederal Register October 20, 1949) 

REOUI. ATIONS 4, SEcTIoNs 188. 818, E rc. 1949-15-18185 
T. D. 5712 

TITLE 28 — INTERNAI. RL&'VENUE. — CHAPTL&'K I, SUBCHAPTER C, PART 188. — 
I'RODUCTION OI' DISTILLED SPIRITS 

Amending Regulations 4 

TREASURY DEPARTMENT) 
OPFICE OF COMMISSIONER Ol' INTERNAL REVENUE, 

washington 85, D. C. 
To District Supervisors and Others Concerned: 

1. Sections 188. 818, 188. 814, 188. 814a, 188. 815, 188. 822, 188. 828, 
188. 826, 18&). 827& 188. 828, 188. 828a, 188. 829, 188. 881, 188. 882, and 
188. 888 of Regulations 4 (26 CFR, Part 188), approved February 28, 
1940, relating to production of distilled spirits, are hereby amended as 
follows: 

TRANsFER To WAIIEHovsE OFF DIsTILLERY PREMlsEs IN SAME DIsTI&Ic'r, Excsr'r 
WAREHOUSE OPERATED BY DISTILI. ER ON CONTIQUOUS PREMISES 

SEc. 183. 313. AI'pLIOATIQN, F0&&M '36. — Where spirits are to be transferred to and 
entered for deposit in an internal revenue bonded warehouse located off the dis- 
tillery premises in the sanie supervisory district, and such warehouse is not 
operated by the distiller on premises conti uous to the distillery premises, the 
proprietor of the receiving warehouse shall execute an application for the transfer 
of the spirits on Form 236. The applicant shall enter all applicable data indicated 
by the form including the maximum quantity in tax gallons to be transferred in 
any one truck, railroad car, or other vehicle, and the type of convev:ince. The 
Iiame of the carrier shall not be specified on Form 236. The applicant shall pre- 
pare an oiiginal anil tive copies of Form 236;iiid give them to the storel-&eper- 
gauger in charge of the receiving ivarehouse. (Secs. 2878, 2883, 3176, I. R. C. ) 

SEC. 183. 314. STOREIIEEPER-GAUQER's UERTIFIcATE oF SvFFIcIENcY oF WAREHQUSE 
RONn. — Upon receipt of Form 236 by the storekeeper-gauger in charge of the 
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warehouse, he will compare the penal sum of the bond as stated in the application 

with his record furnished by the district supervisor pursuant to Regulations 10 

(26 CFR, Part 185). If the bond is given in the maximum yenal sum of 
$200, 000, he will certify to the suificiency thereof on Form 236 and return ail 

six copies of the form to the proprietor of the warehouse. If the bond is given in 

less than the maximum penal sum, the storekeeper-gauger in charge will determine 

from his records whether the tax liability on the quantity of distilled spirits 
represented by the Form 286, plus the quantity of distilled spirits stored in the 
warehouse, plus the quantity represented by all outstanding approved Forms 236, 
is within the limits of the penal sum of the transportation and warehousing 
bond. If so, he will certify to the sulficieney of the bond on Form 286, record such 
certification in his records, and return all six copies of the form to the proprietor. 
If the transportation and warehousing bond is not suflicient, he will certify to 
that fact on I'orm 286 and return all six copies to the proprietor. The proprietor 
will forward all six copies of the approved Form 286 to the proprietor of the 
consignor-distillery. The proprietor of the warehouse will be resyonsible for aR 
cutstandln approved Forms 286. If, at any time, he decides not to use one, he 
will obtain all copies from the consignor and give them to the storekeeper-gauger 
in charge of the warehouse for cancellation and return to the proprietor of the 
warehouse. (Sec 8176, I. R. C. ) 

SEO. 188. 814a. SPIRITs To BE TRANsFERREn. — When the distiller desires to make 
shipment, he will give a copy of Form 236 to the storekeeper-gauger in charge and 
furnish him a complete description of the spirits to be shipped. (Sec. 8176, 
I. R. C. ) 

Ssc. 188. 815. REPoRT oF GAL-GE. — Unless previously packaged, the spirits desig- 
nated by the proprietor to be transferred will be drawn from the receiving cisterns 
ir. to casks or packages, gauged, Iuarked and branded, or into a weighing tank, 
gauged, and run by pipe line into a properly equipyed railroad tank car. Only 
spirits produced at a proof in excess of 159 degrees and reduced in the receiving 
cisterns to not more than 159 and not less than 100 degrees of proof may be trans- 
ported in railroa. d tank cars. The quantity transferred shall not exceed the 
maximum stated in the application. The details of the gauge will be entered by 
th storekeeper-"auger of five copies of Form 1520. (Secs. 2878, 2888, 3176, 4017, 
I. R. C. ) 

SEC. 188. 822. DISTILLER s ENTRT FoR DEPOSIT. — When the spirits have been 
packaged, or run into a railroad tank car and such tank ear seal-locked, the 
storekeeper-gauger in charge will deliver the copy of Forru 286 and the five copies 
of I'orm 1520 to the distiller. The distiller shall, on the same date that the 
spirits are to be removed from the distillery, execute on all six copies of Form 
236 the description of the packages or tank car to be transferred and on all five 
copies of Form 1520 the entry for deposit. He shall iInmediately return all 
copies of such forums to the storelreeper-gauger in charge who will release the 
spirits for shipnient. (Sec. 2879(a), 8176, I. R. C. ) 

SEc. 183. 828. STOREI EEPER-GAUGER s CERTIFIOATE oF REMovAL. — Upon removal 
of the spirits, the storekeeper-gauger will execute his eertificate of gauge and 
remova. l on Form 286. He will retain one copy of each form, i'urnish one copy of each to the distiller, forward one copy of each to the supervisor-consignor, 
and forward three copies of Form 286 and two copies of Form 1520 to the 
storekeeper-gauger in charge at the receiving warehouse. When shipment is made 
by truck, one copy each of Forms 286 and 1520 for the storekeeyer-gauger in charge at the receiving warehouse will be sealed in an envelope addressed to such store- I'eeper-gauger in charge and handed to the person in charge f the truck o delivery to him, and the remaining two copies of Form 236 and one copy 

2888, 8170, 8176, I. R. C. ) 
of Form 1520 will be mailed to such storekeeper-gauger in char e. (S . 2878 

SEc. 188. 826. SToR 26. STGREREFPER-GAUGER s REGEIPT OF SPIRITS AT WAREHOUsE. — after the spirits have been deposited in the receiving warehouse, the storekeeper- gauger will execute his receipt on the three copies of Form 286„noting thereon any losses or discrepancies reported on Form 1520 in accordance with sections 
he storekeeper-gauger in charge will retain one copy each of Forms 286 and lo20, give one copy each of Forms 286 and 1520 to the proprietor of the ar o e warehouse, and forvvard one copy of Form 236 to the district supervisor. No withdra 

warehouse will be ma 
awal or transfer in bond of spirits received at ihe 

de until the three copies of Form 286 and the two copies ce'ved by the storekeeper-gauger in charge. (Sees 
of Form 1520 have been re i 

888, 8176, I. R. C. ) 
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TRANRFKR To WAREHGURE OFF DIRTILLERY PREIIlszs, IN DIITERElv'r DlsTRIcT 

SEc. 188. 827. APPLIGATIGN, FORM 286. — XVhere sPirits are to be transferred to 
and entered for deposit in an internal revenue bonded warehouse located in a 
different supervisory district than the distillery, the proprietor of the receiving 
warehouse shall execute an application for the transfer of the spirits on Form 
236. The applicant shall enter all applicable data indicated by the form 
including the maximum quantity in tax gallons to be transferred in any one 
truck, railroad car, or other vehicle, and the tvpe of conveyance. The name 
of ihe carrier shall not be specified on k"orm 286. The applicant shall prepare 
an original and six copies of Form 286 and give them to the storekeeper-gauger 
jn charge of the receiving warehouse. (Secs. 2878, 2888, 8176, I. R. C. ) 

Szc. 188. 328. STGRKKEKPER-GAUGER s CFRTIFIcATE oF SUFFIcIENcY oF lVAREHGUSE 
I)OND, — Upon receipt of k orln 286 by the storekeeper-gauger in charge at the 
warehouse, he will compare the penal sum of the bond as stated in the application 
with his re&'ord furnished by the district supervisor pursuant to Regulations 10 
(26 &'k'R, Part 185). If the bond is given in the maximum penal sum of 

$200, 000, he will certify to the sufficiency thereof on Form 286 and return all 
seven copies of the form to the proprietor of the warehouse. If the bond is 
given in less than the maximum penal sum, the storekeeper-gauger in charge 
will determine from his records whether ihe tax liability on the quantity of 
spirits represented by the Form 286, plus the quantity of spirits stored in the 
warehouse, plus the quantity represented by all outstanding approved Forms 236, 
is within the limits of the penal sum of the transportation aud warehousin ~ 

bond. If so, he will certify to the sufficiency of the bond on k'ovm 286, record 
such certification in his records, and retuvn all seven copies of the form to tlie 
proprietor. If the transportation and warehousing bond is not sufficient, he 
will certify to that fact on F&orm 236 and return all seven copies to the proprietor. 
The proprietor will forward all seven copies of the approved I'orm 286 to the 
proprietor of the consignor-distillery. The proprietor of the warehouse will 
be responsible for all outstanding approved k'orms 286. If, at any time, he 
decides not to use one, he will obta. in all copies from the consignor and give them 
to the storekeeper-gauger iu charge of the ivarehouse for cancellation and 
return to the proprietor of thc warehouse. (Sec, 3170, I. It, C. ) 

Szc. 188. 82Sa. SPIRITS To BE TRANsvFRRED. — AVhen the distiller desires to make 
shipinent, he will give a copy of Form 286 to the storekeeper-gauger in charge and 
furnish him a complete description of the spirits to be shipped. (Scc. 3176, 
I. R. C. ) 

SFc. 183. 329. RrPOPT oF GAUoz. — Unless previously packaged, the spirits desig- 
nated by tile proprietor to be transferred will be drawn i'rom the receiving cistcvns 
into «asks or packages, gauged, marked and branded, or into a weighing tanl-, 
gauged, an&1 run by pipe line into a properly equipped railroad tank car. ()nly 
spirits produced at a proof in excess of 109 degrees and reduced in the receiving 
cisterns to not more than 150 and not less than 100 degrees of proof may be 
transported in railroad tank cars. The quantity transferred shall not exceed 
the n&aximum stated in the application. The details of the gauge will be ent«ved 

by the storekeeper-gauger on five copies of Form 1520. (Secs. 2878, 2SS8, 8176, 
401(, I. R. C. ) 

SFC. 183, 881, DIKTILILR s ENTRY FoR DEPGSIT. — iyhen the spirits have been 
packaged, ov run into a railroad tank car and such tank car seal-lo«ll d, the 
storekeeper-gauger in charge will deliver the copy of Form 286 and the five copies 
of Forni 162, ') to the distiller. The distiller slnll, on the same date that the 
spirits are to be removed from the distillery, execute on all seven copies of 
Forni 236 the description of the pacllages or tank car to be transferred and on all 

five copies of k'orm 1020 the entry for deposit. IIe shall immediately v& turn all 

copies of such forms to the stoiekeeper-giiuger iu charge who will release the 
spirits t' or shipinent. (Secs. 2879 (a), 8176, I. R. C. ) 

Sic, 188. 38". Si'OREIIEKPER-GAUGER s CERTIFIcATK or REMovAL. — Upon removal 

of the spiviti, the storekeeper-gauger will execute his certificate of gauge an 

removal on Form 286. EIe will retain one copy of each form, furnish one copy 

of each to the distiller. , forward one copy of each to the supervisor-«&nsignoi, 

and forward four copies of Fornl 286 and two copies of F&&rm 1 &2(l to the stove- 

keeper-gauger in cliarge at tlie receiving &vaveh&&«se. I'&' en 'p 

by tl'llcli one copy each of k'orms 236 and 1620 for the stol elle«per-gauger in 

charge at the receiving vvarchouse will be sealed in lin enre op 

storelieeper-gauger in charge and handed to the person 
' 
in char e of the truck for 

delivery to him, and the remaining three copies of I'orm 280 and one copy of 
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Form 1520 will be mailed to such storekeeper-gauger in charge. (Secs. 2878, 

2888, 8170, 8176, 4017, I. R. C. ) 
SEc. 183. 838. ST0EEKEEPER-GAUGER s REGEIPT oF SPIRITS AT WAREHoUsE, — The 

storel-eeper-gauger at the receiving warehouse will examine the shipment upon 

its arrival and ascertain and note on . both copies of Form 1520 any losses or 
discrepancies as provided in sections 188. 824 and 188. 825. He will execute his 

receipt on the four copies of Form 286 noting thereon any losses or discrepancies 
reported on Forn! 1520. The storekeeper-gauger in charge will retain one copy 
each of Forrus 236 and 1520, give one copy each of Forms 236 and 1520 to the 
proprietor of the warehouse, and forward two copies of Form 286 to the supervisor 
of his district. The district supervisor will retain one copy of Form 236 and 
forward the renraining copy of Form 286 to the supervisor of the district from 
which the spirits were!ransferred. iso withdrawal or transfer in bond of sp!r!ts 
received at the warehouse will be made until the four copies of Form 286 and the 
two copies of lr orm 1520 have been received by the storekeeper-gauger in charge, 
(Secs. 2878, 2888, 8176, I. R. C. ) 

2. It is found that compliance with the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. t . 
1001 et seq. ) is unnecessary in connection Ivith the issuance of these 
regulations for the reason that the changes made are of a liberalizing 
ch~aracter. 

3. The purposes of the amendments are as follows: 

(1) To reduce the number of copies of reports of gauge (Form 
1520) prepared by storekeeper-gaugers, by discontinuing fur- 
nishing of certain copies to clistrict supervisors, which will result 
in reducing the work of storekeeper-gaugers and audit clerks 
without jeopardy to the revenue; 

(2) To expeclite the receipt by the consignor-distiller of Forms 
236, "Transfer of Distilled Spirits in Bond, " after approval of 
bond coverage by the storekeeper-gauger at, the consignee-Ivare- 
house, by providing that the consignee-warehouseman send them 
direct to the consignor-distiller in lieu of having the storekeeper- 
gauger at the warehouse send them to the storekeeper-ganger at 
the consignor-distillery for delivery to the consignor-distiller; 

(3) To obviate the preparation of aclclitional Ir orms 236 by the 
consignee-warehouseman when he desires shipments made pur- 
suant to approved Forms 236 after the expiration of 90 days, by 
revoking the provision that I'orms 236 will be canceled by the 
district supervisor upon the expiration of 00 days after approval 
if not used within that period or extended by the district 
supervisor; 

(4) To obviate the need for obtaining the consent of the district 
supervisor when the consignor-distiller desires to ship spirits by 
a carrier other than the one o! iginally designated on Form 236 
by the consignee-warehouseman, by directing that the name of the 
carrier shall not be shown on Form 236 by the consignee-ware- 
houseman; 

/5! (o) To facilitate the execution on all copies of Form 236 of the 
storel-ee er- per-gau er s certificate of receipt at the consignee-ware- 
house by provicling for the routing, when spirits are shipped from 

i i cry, of the copies of Forms 236 and 1520 for the con- 
signee-warehouseman with the copies for the storekeeper-gauger at the consignee-warehouse, in lieu of sending them direct to the 
consignee-warehouscn!an. 

4. This Treasury Decision shall be e8ective on the thirty-first day after the date of its publication in the Federal Register. 
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5, (This Treasury Decision is issued under the authority contained 
in sections 2878, 2879(a), 2888, 3170, 3176) and 4017 of the Internal 
Revenue Code (U. S. C. , title 26) sections 2878, 2879(a), 2883) 3170. 
3176, and 4017). ) 

FIIED S. MARTIN, 
Acting Co~issioner of 1nternrd Jnevenue 

Approved July 1, 1949. 
THOMAS J. LYNGII) 

Acting secretary of the 1'rensury. 
(Published in the Federal Register July 8, 1949) 

REGULATIUNs 4) SEcTIUNs 183 399) 188 404) 
AND 183, 405. 

1949-17-13150 
T. D. 5715 

TITLE 26 — INTERNAL ItEVENUE. — CHAPTER I, SUBCHAPTER C, PART 1SR. — 
PRODUCTION OF DISTILLED SPIRITS 

Amending Itegulations 4 

TREASURY DEPAI& TMEVT) 
OFFICE oF CUMMIssIUNrI' or INTERNAL REVENUE 

)Vashington 88) D. C. 
To District 8upervisors and Others Concerned: 

1. Sections 183. 899, 183. 404, and 183. 405 of Regulations 4 (26 CFR, 
Part 183)) approved February 28, 1940, are amended to read as 
follows: 

SEo. 183. 399. Rrcoan on' DIBTILLERY OPEEATIQNs, I'oEM 15)98. — The distiller shall 
keep a record of the distillery operations on Form 1598, "Distiller's Report of 
Operai. iona at Distillery Xo. — ----. " Entries shall be made as indicated by tire 
headings of the various columns and lines and in accordance with the instructions 
printed on the form, and as set forth in these regulations, before the close of 
the business day next succeeding the day on which the transactions occur. 
Where the making of the entries is deferred to the next business day, as herein 
authorized, appropriate memoranda slmll be kept for thc purpose of making the 
entries correctly. Form 1598 will be kept at the distillery as a permanent 
record, in bound form, subject to inspection by Goverrrmer)t o(fr«ers at any 
reasonable hour. (Secs. 2841, 31'71, 3170, I. R. C. ) 

SEc: 183. 404. TIME oF MAKrrvG ENTRIES. — Dailv entries shall be made on Recor&1 
52 and Form 52 — E, as indicated by the headings of the various columns &md in 
accordance with the instructions on the forms before the close of the busi»css 
day next succeeding the day on which the transactions occur. 1vhere the pro- 
prietor of a tax-paid prer»ises defers the r»aki»g of the entries to the next business 
day, as authorized herein, he shall maintain a separate record, such as invoices, 
of the remova]s of distilled spirits, showi»g tire removal data required to be 
entered on Record 52 or Form 52 — E, and appropriate memoranda of other trans- 
actions required to be entered on such records, for the purpose of makir&g the 
entries correctly. (Secs. 2857, 3170, I. R. C. ) 

SEc. 183. 405. SEIARATE REcoRD ol SERIAL VUMBEKs oF CAsES. — Serial numbers 
of cases of distilled spirits disposed of need not b&) entered on Record 52 or I'orrn 

5 E, provided tire proprietor. keeps in his place of business a separate record, 
appr'oved by the district supervisor, showing such serial rrumbers, with neressary 
identifying data, including the date of removal and the nanre and address of the 
corlsign& c. Such separate record may be 1-ept in book forn) (includi»g loose-leaf 

books) or ruay corrsist of comurercial papers, such as invoices or bills. Such 

books, invoices, and bills shall be preserved for a period of 4 years and in such 

a man»er that the required information »ray be ascertained r&, ;rdily ther«fr'om, 

and during such period shall be available during business i)ours for inspection 
and the taking of abstracts therefrom by revenue orTicer. s. I''ntries shall be made 

on such separate approved record before the close of the business day next succeed- 

rng the day on which the transactions occur. 1vhere the maki»g of the entries 
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f 
Approved August 2, 1949. 

TIIOMAS J. LYNCII, 
rictingc Secretary of the Treasury. 

(Published in the Federal Register August 0, 1940) 

is deferred to the next business day, as authorized herein, appropriate memoranda 
shall b ruaintaincd for the purpose of making the entries correctly. The 
proprietor whose separate record has been approved by the district supervisor 
shall make a notation in the column for reporting serial numbers, as follows: 
"Serial numbers shown on commercial records per authority dated 

(Secs. 2887, 8176, 4041, I. R. C. ) 

2. These amendments are intended for the purpose of allowing 
additional time for mal-ing required entries in Forms 1598, Record 52, 
and Form 52 — E. 

8. It is fonnd that compliance Ivith the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. C. 1001 
et seq. ) is unnecessary in connection with the issuance of these regu- 
latious for tile reason that the changes made are of. a liberalizing 
character. 

4. This Treasury Decision shall be effective on the thirty-first day 
after the date of its pnblication in the Federal Register. 

5. This Treasury Decision is issuecl under the authority contained 
in sections 2841, 2857, 8171' 8176' 4041 Internal Revenue, Code 
(U. S. C. , title 26, sections 2841, 2857, 8171, 8176, 4041) . 

GEO. J. SCHOENE~IAN ) 
Commissioner o Interna/. Eeeenue. 

RFovI ATICNs 4) SEOTIDNs 188. 428, E&Tc 1949-17-18151 
T. D. 5727 

TITI. E 26 — INTERNAL REVEVL E. — CHAPTER I, SUBCHAPTER C, PART 133. — 
PRODUCTIoiV OF DISTILLED SPIRITS 

Amending Regulaiions 4 

TREASVRY DEPAIPIMEXTy 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE 

Washington Zo, D. C. 
To District Super cisois and Others Concerned: 

1. Sections 188. 428, 188. 429, 188. 480, and 188. 481 of Regulations 4, "Production of Distilled Spirits, " approved February 28, 1940 (26 CFR, Part 188), are hereby amended. 
2. The purpose of these amendments is to revise the procedure for the recording of Government property, and the disposition of cap seals used and removed at registered distille 

is found that compliance with the notice, public rule-making 
procedure, and efFective date requirements of the Ad 

' ' 
t t P c ( u ic, o. 04, Seventy-ninth Congress) is unnecessary in connection with the issuance of these re&nslati f th l ions or e reason that e c Ianges made are of an administrative nature only. 

SEc. 188. 428. REwfovAL oF CAP SEALs. — Exce t c p se I- vldch hare been Inixed a e e n affixed may be removed only by a storekeeper-gauger c for the purpose by the di. trict supe ' i o . 
p s In a manner suflictent to p~~~~~t , . cs. . ", -", 28, 'I, and 8170, I. R. C. ) 



[Regs. 5, (lI) 184. 67d, etc. 

SEc. 183. 429. STDREKEEPER-GAUGER 8 I EcoRD oF CAP AND LocK SEAI. S. — A rec- 
ord of cap seals received, used, and removed, and of lock seals received and 
used at each registered distillery will be kept by storekeeper-gaugers on Form 
289, "Government Ofhcer's Itecord and Report of Government Propertv, " in ac- 
«ordance with the titles of the columns and lines and the instructions on the 
form. Form 289 will be kept in the Covernment cabinet when not in use. (Sec. 
3176, I. R. C. ) 

SFc. 183. 430. STDREKEEPER-GAUDER s REPDRT DF GOVERNslENT PRoPER'rv. — On or 
before the fifth day of the nlonth succeeding that for whi& h the transactions are 
reported, the storekeeper-gauger will prepare D. monthly report on I'ortn 289 
of all Government property at the registered distillery Form 289 vill be pre- 
pared in duplicate, in accordance with the titles of the columns and lines and 
the instructions on the form. He will forwartl the original to the district super- 
visor and retain the copy for his files. (See. 3176, I. R. C. ) 

SEc. 183. 431. DisTRIUT SUPERvlsoR 8 REPDRT oF LocKS AND GAUGING INsilRU- 
MENTs. — District supervisors will be held accountable for the Government locks 
and seals, in«lulling cap seals, supplied upon their respective requisitions, and 
for those received from their predecessors in office. Outgoing district super- 
visors will take re«eipts from their successors in office for the Government locks 
then in use and on hand, and for seals on hand in the district. District sup, . r- 
visors will keep an account of locks and gauging instruments, and will mal-e 
leturn thereof semiannually to the Commissioner on Form 152, "Return of Locks 
anti Gauging Instrnments. " (Sec. 3176, I. R, C, ) 

4. This Treasury Decision shall be effective on the thirty-first, day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained in 
sections 2821, 2822, 2851, and 8176, Internlll Revenue Code (II. S. C. , 
title 26, sections 2821, 2822, 2851, and;3176) . 

(xKO. J. SCHOKNI:DIAN, 
Commissioner of Interna/ Revenue. 

Approved August 4, 1949. 
TIIOIVIAS J. LYNcl-l, 

Elcting Secretary of the Treasury. 
(I'ublished in the Fell«r;l. l Register August 10, 1949) 

REOULATIONs 5 SEcTIDNs 184. 67d, ETc. 1949 — 20 — 16202 
T. D. 5744 

TITI. E 28 — INTERNAL REVENULI'. — CHAPTER I, SUBCHAI'TL«R C, PART 184. — 
PRODUCTION OF BRANDY 

Ameluling Regulations 6 

TREASURY DEPARTMENT) 

orrlcK or CoilMISSIONKR Ol INTERNAL RllvKNUK1 
1Vashington P5, D. C. 

To District Supervisors and Others Concerned: 

1. Sections 184. 6'7d, 184. 67e, 184. 180, 18-1. 161, and 184. 188 oi Regula- 
tions 5 (26 CFR, Part 184), approved May 20, 1940, as amencleel, are 
hereby further alnended by striking ont the value '81, 000, ' lvherever 

such value appears therein, and s»bstituting therefor the value 
"85 ppp" 

2. The e8ect of these anlendments is to egempt from indem»ity bond 
I equirements land, buildingsl and equipment, the value of which is less 

ff»»I lt5, 000, in certain situations in which an indemnity bond in lieu 

of the (lovel nment, 's lien is required by the eNisting regulations. These 
situations incln&lc (1) the atlditio» of props» fy to the di. -l illery prem- 

ises Ivhere an i»demnity bond has been filed i» lieu of the written 
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vner or lien holder, (2) the alteration or demolishment 
n n t d (3) th 1 

of buildings on which a lien for taxes exists, an e 

a aratus or equipnen on w Iic 'y t hich a lien for taxes exists. Indemnity 
500 

bonds hereto ore E e in suc c h f ~ 11 d 
' 

such cases in a penal sum of less than $, 0 

ma be terminated as to future liability by the district supervisor 
' 

t l' tion. therefor by the distiller or the surety. 

8. It is found that compliance with the notice and public ru e- 1- 
making proce ure o e d f th Administrative Procedure Act is unnecessary 

ln connection wl le 1ssuanc -'th tl 
' 

suance of these regulations for the reason 

that the amendments are of a liberalizing nature. 

4. This Treasury Decision shall be eflective immediately upon its 

publication in the Federal Register. 
5. This Treasury Decision is issued under the authority contained in 

sections 2800 (e), 2815 (b), and 3176, Internal Revenue Code (U. S. C. , 

title 26, sections 2800 (e), 2815 (b'), and 8176) . 
GEO. J. SCHOENEMAN) 

Cosnrnissioner of Interna/ Eetenue. 

Approved September 9, 1949. 
THOMAS J LYNCII~ 

Acting Secretary of the Treasury. 

(Published in the I&'edeIal Register September 15, 1949) . 

1949 — 28 — 1M25 
T. D. 5753 

REGULATIONs 5) SEcTIGN 184. 151: Procedure ap- 
plicable. 

TITLE 26 — INTERN AL REVENUE. — CIIAPTER I, SUBCHAPTER C, PART 184. — 
PRODUCTION OI' BRANDY 

Amending Regulations 5 

TREASURY DEPARTMENT 

OFFICE or CoMMISSIONER OF INTERNAL REVENUE, 
Washington 8G, D. C. 

To District Supe~wisors and Others Concerned: 
1. Section 184. 151 of Regulations 5 (26 CFR, Part 184), approved 

February 28, 1940, relating to the production of brandy, is hereby 
amended to read as follows: 

SEc. 184. 1o1. PsocEnusz ArrLIcAsLs. — The foregoing provisions of this article 
respecting the action required of district supervisors in connection with the 
original establishment of distilleries will be followed, to the extent applicable, 
where there is a change in the individual, firm, or corporate name, or in the trade 
name or stvle, where the premises are to be operated initially under a trade name or 
stvie, or where there is a change in the proprietorship, location, premises, construc- 
tion, apparatus ansi equipment, or in the type of plant, or in the title to the dis- 
tillery property, or where such property becomes subject to a mortgage, judgment, 
lien, or other encumbrance, or where operations are permanently discontinued: 
Provide&I, That v-here there is a change in the individual, firm, or corporate name 
of the distiller, or where a distillery is to be again operated under a trade name 
or style previously approved by the Commissioner, or where the distillery is 
operated under alternating proprietorships and a for1ner proprietor whose quali- 
fications were previouslv approved by the Commissioner. is again to operate the 
distillery, or Ivhere a fruit distillery has been operated alternately as a registered 
distillery or as an industrial alcohol plant and is to be again operated as a fruit 
distillery bv the proprietor whose qualifications were previously approved by the 
Commissioner, the district supervisor may authorize the commencement of 
operations prior to the review of the qualifying documents by the Commissioner. 
In such cases, the district supervisor will notify the distiller by letter and attach 
one copy of such letter to the qualifying documents. (Sec. 8178, I. R. C. ) 



197 [Regs. 5, III' 184. 242, 184. 245. 

2. The purpose of this amendment is to delegate authority to the 
district supervisor to authorize the commencement of operations of the 
distillery prior to the review of the qualifying documents by the Com- 
missioner, (1) where the fruit distillery is operated under alternating 
proprietorships and a, former proprietor whose qualifications were 
previously approved by the Commissioner is again to operate the dis- 
tillery, and (2) where the fruit distillery has been operating as an 
industrial alcohol plant or as a registered distillery and is again to 
be opei uteri as a fruit distillery. 

8, It is found that compliance with the notice, public rule-niaking 
procedure, and effective date requirements of the Administrative Pro- 
cedure Act (5 U. S. C. , section 1001 et seq. ) is unnecessary in connection 
with the issuance of these regulations for the reason that the changes 
made are of a liberalizing character. 

4. This Treasury Decision shall be effectiv immediately upon its 
publication in the Federal Register. 

5. 
' 
This Treasury Decision is issued under the authority contained 

in section 8176, Internal Revenue Code (U. S. C. , title 26, section 8176) . 
FRED S. MARTIN, 

Acting Commissioner of Internal Revenue. 
Approved October 14, 1MB. 

THOMAs J. LYNOII, 
Acting Secretary of the Treasury. 

(Published in the Ii'ederal Register October'20, 1949) 

REGUI. ATIONs 5 SEGTIUNs 184. 242 AND 184. 245. 1040 — 20-18208 
T. D. 57K& 

TITLE 26 — INTKiRNAL RLi'VEiNULi — CHAPTER I, SUBCHAPTER C, PART 164 
I'ICODUCTION OI BRANDY 

Amending Iiegulations 5 

TREASUI&Y DEPARTMENT, 

OFFICE OF Coi&IMISSIONER OI' INTERNAL REvi'. NUE, 
Washington 8o, D. C. 

To District Supervisors and Others C'oncerned: 

1. On March 28, 1MO, notice of proposed nile in;&king, regardi»g 
the proclnction of brandy, was published in the Federal Register (11 
F. R. 1801). 

2. After consicleration of all such relevant matter as was presented 

by int&irested persons, sections 184. 242 and 184. 245 of Regulations 5 (26 
CI&'R, Part 184), approved February 28, 1940, aye hereby amendecl as 

folio~vs: 

Ssc. 184. 242. Swssrsvnvu Paopsa'riss. — The burnt sugar or caramel added to 

brand hall not contain any substantial quantity of sugar wliich has not been 

caran&elized, or possess any material sweetenin ~ properties. ( 'ccs. 8 86, 8 &8, 

Ssc. 184. 245. ADDITION To PAcicAGss Iv IVABEHOUss. — Burnt sugar or caramel 

may be ad&le&1 io packages of bran&ly in warehouse only where the brandy is 
unmerchantable by re:&son of b&. in deficient in color an&1 it is sho&vn that the 

failure to properly color the brandy prior to the filling of the paclrages was 

due to no negligcn«c or fault of the &listillcr. In such &:&sos, application un&st be 

filed with the district supervisor by the distiller or warehouseman, sho&ving the 

serial numbers of the barrels, the na&ne of the prodncin ~ distiller, and the ne«cs- 

sity for the addition of. the burnt sugar or caramel to the brandy. The district 
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ma rmit the addition, under the immediate supervision of the 

r- m 1 conforming with section 184242 

b d has been regauged for taxpavment and r- au er of burnt sugar or carame, con o 

to each of the barrels, after the bran y Ias e 

prior to the purchase an a ing o h d tnx ng of the tax-paid stamps to the barrels. (Secs, 

8086 and 8170, I. R. C. ) 

8. The purpose of these amendments is to simplify the procedure 

relating to the addition of burnt sugar or caramel to brandy at fruit 

distilleries and. internal revenue bonded warehouses. 

4. This Treasury Decision shall become efi'ective on the thirty-first 

day after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 

in sections 8086 and 3176, Internal Revenue Code (26 U, S. C. 8086 

) 
GEo. J. ScHoENEMAN, 

Commissioner of Interna/ Eevenue. 

Approved SeptenIber 12, 1949. 
TIEUMAS J. LTNca, 

Acting Secretary of the Treasury. 

(Published in the Federal Register September 10, 1949) 

Rl', . ULATIONs 5, SECTIoNs 184. 255, ETC. 1949-19-18181 
T. D. 5785 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 184. — 
PRODE:CTION OF BRANDY 

Amending Regulations 5 

TREASURY DEPARTMFNT, 
OFFICE OF CUMMISSIUNER OF INTERNAL REvENEIE, 

tVashing ton 86, D. C. 
To District 8upervisors and Others Concerned: 

1. On June 1, 1949, notice of proposed rule making, regarding the 
withdrawal of s~anIples of brandy by proprietors of Fruit distilleries, 
was published in the Federal Register (14 F. R. 2856) . 

2. After consideration of all such relevant matter as was presented 
by interested persons, sections 184, 255, 184. 256, 184. 257, 184. 258, 
184. 259, 184. 260, 184. 261, 184. 262, 184. 268, and 184. 264 of Regulations 
5 (26 CFR, Part 184), approved February 28, 1940, relating to the 
production of brandy, are amended and paragraph (1) a is added to 
section 184. 8, as follows: 

SEc. 184. 3. DEFINITIONS. — + 

(1) a. "Laboratory analysis" shall mean the determination of the composition 
of brandy or fruit spirits by chemical, physical, or organoleptic examination. 

TAX-FREE SAMPLES FOB LABORATORV ANALXSIS 

SEc. 184. 255. UNFINIsnzn SFIRIrs. — Upon approval by the storekeeper-gauger 
in charge at the distillery, or by the district supervisor when no storekeeper- 
gauger is assigned to the distillery, of an application submitted in accordance with 
the provisions of section 184. 259, the distiller may remove for laboratory analysis 
samples of brandy or fruit spirits in the course of distillation and prior to the 
deposit in receiving tanks as follows: 

(u) Samples, not exceeding 8 pints in the aggregate, of the product of 
each still in a distilling unit in each 24-hour period; 
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(b) Where a discontinuous or batch still is operated, samples not exceed- 
ing 3 pints in the aggregate, of the product of each batch distilled; 

(c) Where the distiller desires to obtain spot-samples from various plates 
of a still in the course of distilling a day's production, samples, not exceed- 
ing 1 quart in the aggregate, from each of the various plates. 

The size and number of samples must be restricted to the minimum necessary 
for the purpose for which intended. The withdrawal of tax-free samples of 
unfinished spirits in excess of these limitations for laboratory analysis shall not 
be permitted, unless it is shown that such samples are insufficient and the Com- 
missioner, upon receipt of a written application filed in accordance with the 
provisions of section 184. 2:&9(c), author'izes the taking of additional samples. 
(Secs. 3037 and 3176, I. R. C. ) 

SEc. 184. 256. FINrsHED SPIRITs. — Upon approval by the storekeeper-gauger in ~ 

charge at the distillery, or by the district supervisor when no storekeeper-gauger 
is assigned to the distillery, of a written application filed in accordance with the 
provisions of section 184. 259, the distiller may remove for laboratory analysis 
samples of brandy or fruit spirits from receiving tanks and tanks or packs. ges 
in the brandy deposit room. Such samples shall not exceed: (a) 1 quart in 
the aggregate, in any 24-hour period from any receiving tank; (b) 1 quart from 
any filling of a tank in the brandy deposit room; and (c) 1 pint from any pack- 
age store&i in the brandy deposit room: Provided, That, when a receiving trrnk is 
filled and emptied and filled again in the same 24-hour period, samples, not to 
exceed 1 quart in the aggregate, may be taken from each filling of such receiv- 
ing tank. The size and number of samples must be restricted to the minimum 
necessary for the purpose for which intended. The withdrawal in excess of 
these limitations of tax-free samples of brandy or fruit spirits for laboratory 
analysis shall not be permitted unless it is shown that such samples are insuificient 
for the purpose ir&tended and the Commissioner, upon receipt of a written applica- 
tion filed in accordan&. e with the provisions of section 184. 259(c), authorizes the 
taking of additional samples. (Secs. 3037 an&i 3176, I. R. C. ) 

Src. 184. 257. DrsPosiTION on' SAMPr. Es. — Tax-free samples must be used solely 
for laboratory analysis. Such samples may not be furnished to salesmen and 
dealers for advertising or soliciting purposes. Where brandy or fruit spirits are 
sold subject to approval as to quality, a sample taken pursuant to the provisions 
of sections 184. 256, 184. 259, 184. 260, 184. 261, and 184. 262 may be furnished the 
purchaser. Remnants or residues of tax-free samples remaining after analysis 
and which are not desired to be retained as laboratory specimens or for further 
snail sis or examination should be returned to the vessels in the distilling system, 
unless the condition of the remnants or residues is such as to render them un- 
suitable for such disposition. lf such remnants or residues of samples are un- 

suitable for return to the distilling system, they should be destroyed. (Secs. 
3037 and 3176, I. R. C. ) 

TAX-1'AID SAMPLES I'OR OTHER THAN LABORATORY ANALYSIS 

Sre. 184. 258. UxrINrsHED AND I& INIRIIED SPIRIT8. IIPon aPProval by the store- 
keeper-gauger in charge at the distillery ol an application submitted in accordance 
with the provisions of section 184. 259(&r), the distiller may take samples of 
brandy or fruit spirits in the course of distillation in the distillery, or from the 
receiving tanks, or from taiiks or packages in the brandy deposit room, for other 
than labor;&tory analysis, subject to payment of tax on the quan&. ity so reruored. 
Such samples must be used strictly for sample purposes, and the number and size 
of the samples rr&ust be restricted to that necessary for bona fide sample purposes. 
(Secs. 3037 and 3176, I. R. C. ) 

GENERAL REQL'IREMENTS 

SEc. 184. 259. APPLI&ATION. — (a) To the sto&. &A:ceper-g&rr&ger in charge. — When 

the distiller desires samples of brandy or fruit spirits which, under the provisions 

of sections 184. 255, 184. 2&&6, and 184. 258, may be authorized by a storekeeper- 

gauger and one is assigned to the premises, application, in triplicate, shall be 

submitted to that officer-. The application shall be given a serial number be- 

ginning with "1" for the first application and running consecutively i'1&e; &;rfter, 

The application should specify whether the samples are &lesired for laboratory 
analvsis tax-free or for other purposes subject to payment of t:&x, the re;&s&&I&s 

why the samples are desired, the number and size of the samples to be i;&iron, 

and the place or places of removal. Where it is desired to take sampl&s from 

the distillery regularly for laboratory analysis, except spot-samples from the 
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lates of. a still, the application may be made for that p 'p ur ose. Where spot- 

samples from the plates of a still or samples subject to payment of tax are de- 

l' tion shall be submitted each day such samples are to be pro- 

cured. No samples may be taken Imtil the application is approve . 
(5) To the dist~let supervisor. — When similar samples are desired and no 

storekeeper-gauger is assigne o a s'gned to the premises the distiller shall make applica- 

tion, in triplicate, to the district supervisor. The application shaH be given a 

serial number swithin the series prescribed in pnragraph (a) of this section and 

shall shov- the information required therein. Xo samples mny be taken until 

(c) To the Coznn~issioner. — V hen the distiller desires samples other than those 

Ivhich, under the provisions of sections 184. 255, 184. 256, and 184. 258, may be 

authorized by the storekeeper-gauger he shall maire application, in quadruplicate, 

through the district supervisor, to the Commissioner. The application shall 

be given a serial number within the series prescribed in paragraph (a) of this 

sec ion an s a s snd shall show the information required therein. The application must 
h h' 

show the necessity for samples in number or quantities in excess of t ose w ich 

may be authorize&1 by the storekeeper-gauger. The district supervisor shall 

satisfy himself as to the need for samples, note his recommendations on each copy 

of the application and forward nH copies to the Commissioner. iso sample may 

be tal-en until the application is approved. (Secs. 8087 and 8176, I. R. C. ) 
SEc. 184. 260. APPnovAL ov APPLIOATICN. — (a) By the storetseeper-gauger i», 

charge at the distillery. — l. 'pon receipt of an application submitted in accordance 
with the provisions of section 184. 259(a), the storel-eeper-gauger must satisfy 
himself as to the need for the number of samples desired and the legitimacy 
of. the purpose for Ivhich they are to be used before approving the application, 
The storekeeper-gauger upon approval or disapproval of an application, shaH re- 
turn one copy to the distiller, forward one copy to the district supervisor, and 
retain the ori inal copy in his office. 

(b) By the district supervisor. — Upon receipt of an application submitted 
in accordance with the provisions of section 184. 259(b), the district supervisor 
must satisfy himself as to the need for the number of samples desired and the 
legitimacy of the purpose for which they nre to be used before approving the ap- 
plication, and shall note upon each copy his approval or disapproval. If the 
application is approved be shall file a copy and furnish the original and remain- 
ing copy to the Government officer assigned to supervise the withdrawal of the 
samples. At the time samples are withdrawn the Government ofiicer shall file 
the original copy of the application at the distillery and furnish the distiller the 
remaining copy. If the application is disapproved, the district supervisor shall 
file the original copy and return the remaining copies to the distiller. 

(c) By the Cor»missio»er. — Upon approval or disapproval of an application 
by the Commissioner, the original and tvvo copies shall be returned to the district 
sIIpervisor. If the application is approved, the district supervisor shall file a 
copy and furnish the original and remaining copy to the Gover'nment officer as- 
signed to supervise the withdrawal of the samples. At the time samples are 
withdrawn, the Government officer shall file the original copy of the application 
at the distillery nnd furnish the distiller the remaining copy. If the application 
is disapproved, the district supervisor shal'! file the original copy and return the 
remaining copies to the distiller. (Secs. 8087 and 8176, I. R. C. ) 

SEc. 184. 261. REMOVAL I. NDEE SEPERVISIoN. — AH samples must be tal-en under 
the immediate supervision of the storekeeper-gauger assigned to the distillery or n 
Government officer assigned to supervise the removal of such samples. When 
there is no Government officer assigned to the distillery and the application is 
transmitted to the district supervisor pursuant to the provisions of section 
182. 259(b), the district supervisor shall authorize the taking of the samples at 
such time as officers visit the distillery to gauge brandy, nIake inspections, etc. , un- 
less in his opinion, the circumstances are such as to warrant the detailing of an 
ofhcer especial to permit the distiller to obtain samples. (Secs. 8087 and 8176, I. R. C. ) 

SEc. 184. 262. LABEL. — At the time of the withdrawal of a sample the proprietor 
shall prepare a label and a copy thereof. The label and the copy shall be prepared 
on paper having approximate dimensions of 8 inches by 5 inches. The proprietor 
shall show on the label and on the copy, in the order listed and upon separate 
lines, the fofiowing information: 
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(1) The word "Sample"; 
(2) The seiial number of the approved application covering the with- 

drawal of the sample; 
(8) The kind of spirits; 
(4) The place from which the sample was removed; 
(5) The name of the distiller followed by the registered number of the 

distillery and the name of the State in which located; 
(6) A statement showing the purpose for which the sample is intended; 
(7) 'Ihe size of the sample and the quantity in proof gallons extended to 

the fourth decimal place; and 
(8) If the sample is to be analyzed or used at other than the immediate 

or contiguous premises of the proprietor, the name and address of the 
laboratory or purchaser to which the sample is to be sent. 

Upon completion, the label ancl the copy shall be presented to the storekeeper- 
gauger, who shall verify the accuracy of the data thereon, date and sign both 
copies, and supervise the afllxing of the label to the sample container. Where 
the label is to be placed upon a container of a sample taken subject to payment 
of tax for other than laboratory purposes, the storekeeper-gauger shall write 
upon the copy of the label the words "subject to taxpayment. " The distiller shall 
not be required to affix red strip stamps to containers of taxable samples of 
brandy. The copy of the label shall be filed by the storekeeper-gauger in accord- 
ance with the provisions of section 184. 268. (Secs. 8087 and 8176, I. R. C. ) 

SEC. 184. 268. OFFicE RzcoRD. — The proprietor shall furnish sufficient file cases 
for the filing and retention of sample records. The copies of labels shall be 
kept by the storekeeper-gauger as a record of samples removed, and shall be 
filed numerically by application number and chronologically by date. If the 
distiller operates an internal revenue bonded warehouse on or contIguous to the 
distillery premises, the record of' samples removed from the distillery shall b 
maintained separately from the record of samples removed from the warehouse. 
(Secs. 8087 and 817b, I. R. C, ) 

Sac. 184. 264. RFPonr oF TAZABLE SAMPLEs, — Each day taxable samples of 
brandy or fruit spirits are withdrawn, the storekeeper-gauger shall enter on 
Form 1615, "Taxable Samples of Distilled Spirits, " in quadruplicate, a record 
of the taxable samples removed. All the information called for by the form 
shall be furnished. At the end of each month, the storekeeper-gauger shall 
complete the report, retain one copy of the form, and deliver the remaining 
three copies to the distiller, who shall foiwarcl the three copies to the collector 
with remittance for the tax due. The collector shall execute his certificate of 
taxpayment on each copy oi' the form, retain one copy, and return the re- 
maining two copies to the distiller, who will retain one copy and deliver the 
other copy to the storekeeper-gauger. The storekeeper-gauger shall note the 
taxpayment on his retained copy and forward the other copy to the district 
supervisor. (Secs. 8087 and 8176, I. R. C. ) 

8. These amendlnents are designed to establish appropriate limita- 
tions and requirements for the withdrawal of tax-free samples of 
brandy and fruit spirits for laboratory analysis, including organo- 
leptic examination, and the withdrawal of samples of br~andy and 
fruit, spirits for other bona fide sample purposes subject to tax- 
payment, as provided by law. 

4. This Treasury Decision shall be effective on the thirtv-first day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 8087 and 8176, Internal Revenue Code (U. S. C. , titl 26, 
sections 8087 and 8176). 

GEo. J. SCHOEXEMAX, 
Connnisaioner of Internn/ Reueiiue. 

Approved August 25, 1949. 
THoMAs J. Lxxcli, 

doting Secretory of the Treusnry. 

(Published in the Federal Register August 81, 1949) 
86S972' — 50 — 14 
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REGULATIONS 5) SECTIUNS 184 314) ETG 1949-15-13136 
T. D. 5710 

TITLE 26 — INTERNAL REVENUE. — CHAP'I'ER I, SUBCHAPTER C, PART 164, — 
PRODUCTION OF BRANDY 

Amending Regulations 5 

TREASURY DEPARTMENT) 

OFFICE OF COMMISSIONER OF INTERNAL REVENUE) 
Washington 8b, D. C. 

To Dietrict SIIpervisore and Others Concerned: 

1. Sections 184. 814) 184. 315) 184. 815a, 184. 316, 184. 323, 184. 824, 

184 897, 184. 328, 184. 329, 184. 829a, 184. 830) 184. 832) 184. 883) and 

184. 834 of Re~lations 5 (26 CFR, Part 184), approved. February 28, 

1940, relating to production of brandy, are liereby amended as follows: 

TRANSFER To WAREHOUSE OFF DISI'ILLERY PREMISES IN SAME DISTRICT, EXCEPT 

WAREHOUSE OPERATED BY DISTILLER ON CONTIGUOUS PREXIISES 

SEC. 184. 814. APPIICATIoN, FORM 236. — Where brandy is to be transferred to and 
entered for deposit in an internal revenue bonded warehouse located off the 
distillery premises in the same supervisory district, a. nd such warehouse is not 
operated by the distiller on premises contiguous to the distillery premises, the 
proprietor of the receiving warehouse shall execute an application for the transfer 
of the brandy on Form 286. The applicant shall enter all applicable data indicated 
by the form including the maximum quantity in tax gallons to be transferred 
in any one truck, railroad car, or other vehicle, and the type of conveyance. The 
name of the carrier shall not be specified on Form 286). The applicant shall 
prepare an original and five copies of Form 236 and give them to the storekeeper-. 
gauger in charge of the receiving warehouse. ( Secs. 2878, 2888, 8176, I. R. C, ) 

SEc. 184. 815. STGREKEEPER-GAUGER s CERTIFIGATE GI' SUFI'IcIENc Y QF WAREHGUsE 
Boxn. — Upon receipt of Form 286 by the storekeeper-gauger in charge of the 
warehouse, he will compare the penal su)n of the bong as stated in the application 
with his record furnished by the district supervisor pursuant to Regulations 
10 (26 CFR, Part 185). If the bond is given in the maximum penal sum of 
$200, 000, he will certify to the suthciency thereof on Form 286 and return all six 
copies of the form to the proprietor of the Ivarehouse. If the bond is given in 
less than the maximum penal sum, the storekeeper-gauger in chs. rge will 
determine from his records whether the tax liability on the quantity of brandy 
represented by the Form 236, plus the qus. ntity of distilled spirits stored in the 
warehouse, plus the quantity represented by all outstanding approved Forms 286, 
is within the limits of the penal sum of the transportation ancl warehousing bond. 
If so, he mill certify to the suificiency of the bond on Form 286, record such certifi- 
cation in his records, a. nd return all six copies of the form to the proprietor. If 
the transportation and warehousing bond is not suilicient, he will certify to that 
fact on Form 236 and return all six copies to the proprietor. The proprietor will 
forward all six copies of the approved Form 286 to the proprietor of the consignor- 
distillery. The proprietor of the warehouse will be responsible for all outstand- 
ing approved Forms 236. If, at any time, he decides not to use one, he will 
obtain all copies from the consignor and give them to the storekeeper-gauger in 
charge of the warehouse for cancellation and return to the proprietor of the 
warehouse. (Sec. 8176, I. R. C. ) 

SEc. 184. 815a, BRANBY To BF. TRANSFERREn. — When the distiller desires to make 
shipment, he will give a copy of Form 286 to the storekeeper-gauger in charge and 
furnish him a complete description of the brandy to be shipped. (Sec. 8176, I. R. C. ) 

Ssc. 184. 816. REPGRT oF GAUGE. — Unless previously packaged, the brandy desig- 
nated bv the proprietor to be transferred will be drawn from the receiving or 
storage tanlrs into packages, gauged, marked and branded, or into a weighing 
tanl. -, gauged, and run by pipe line into a properly equipped railroad tank car. 
The quantitv transferred shall not exceed the maximum stated in the applica- 
tion. The details of the gauge will be entered by the storekeeper-gauger on five 
copies of Form 1520. If the packages to be transferred were previously filled, 
the storelreeper-gauger will inspect them but will not regauge the same, unless 
the circumstances are such as to make a regauge advisable. Where pacl-ages 
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previously filled are removed on the filling gauge, the storekeeper-gauger will 
prepaie five copies of Form 1520, copying the details from the report of the 
filling gauge. (Secs. 2878, 2883, 3176, 4017, I. R. C. ) 

Szc. 184. 323. DIsTILLER's L&NTRY Foz DEPosII. — When the brandy has been 
packaged, or run into a railroad tank car arul such tank car seal-locked, the store- 
keeper-gauger in charge will deliver the copy ot Form 236 and the five copies of 
Form 1520 to the distiller. The distiller shall, on the same date that the bran(ly 
is to be retnoved from the distillery, execute on all six copies of Form 236 the 
description of the packages or tank car to be transferred and on all five copies 
of Form 1520 the entry for deyosit. EIe shall immediately return all copies of 
such forms to the storekeeper-gauger in charge who will release the brandy for 
shipment. (Secs. 2879(a), 3176, I, R. C. ) 

SFa. 184. 324. STOREKEEPER-GAUGER's CERTIFICATE oF REMovAL. — I'pon removal 
of the brandy, the storekeeper-gauger will execute his cevtificate of gauge and 
removal on Form 230. IIe will retain one copy of each form, furnish one copy 
oi each to the distiller, forward one copy of each to the supervisor-consignor, and 
forward three copies of Form 236 and two copies of Form 1520 to the storekeeyer- 
gauger in charge at the receiving wavehouse. When shipment is made by truck, 
one copy each of Forms 236 and 1520 for the storekeeper-gauger in charge at the 
receiving warehouse will be sealed in an envelope addressed to such storekeeper- 
gauger in charge and banded to the person in charge oi the truck for delivery to 
him, and the remaining t&vo copies of Form 236 and one copy of 1&'orm 1520 will 
be mailed to such storekeeper-gauger in charge. (Secs. 2878, 2883, 3170, 3170, 
I. R. C. ) 

SFc. 184. 327. STCREKEEPER-GAUGER s REOEIPT CF BRANDY AT WAREHCUsz. — After 
the brandy has been deposited in the receiving warehonse, the storekeeyei-gau. er 
will execute his receipt on the three copies of Form 236, noting thereon any losses 
or discrep incies reported on I&'orm 1520 in accordance with se(. tions 184. 32;& and 
184. 326. The storekeeper-gauger in charge will retain one copy each of Forms 
236 and 1520, give one copy each of Forms 236 and 1520 to the proprietor ot' the 
warehouse, and forward one copy of I&'orm 236 to the district supervisor. bio with- 
drawal or trassfer in bond of spirits received at the warehouse will be made until 
the three copies of I&'orm 236 and the two copies of Forni 16&20 liave beeii re&. eive&1 

by the storekeeper-gauger in charge. (Secs. 2878, 2883, 3176, I. R. C. ) 

TRANsFER To WAREHCUsE OFF DIsTILIERY PREMIsi'. s IN Dtl'I"ERENr DisrRICT 

Szc. 184. 328. APPLIOATICN, FORM 236. — Where brandy is to be entered for deposit 
in an internal revenue bonded warehouse located in a different supervisory district 
than the distillery, the proprietor of the receiving warehouse shall execute an 
applicatiou for the transfer of the brandy on I& orm 236. Tbc applicant shall enter 
all applicable data indicated by the 1'orm including the maximum quantity in tax 
gallons to be transferred in iiny one truck, railroad car, or other vehicle, and 
the type of conveyance. The name of the carrier shall not be speciiied on Form 
236. The applicant shall prepare an original anil six copiev of For»i 236 ainl give 
them to the storekeeper- auger in cliarge of tbe recei& ing vvarehousc. (Secs. 2878, 
2883, 3176, I. R. C, ) 

Szc. 184. 329, STCREKEEPER-GAUGEI&s CERTIFICATE oi' SUFFIcIENOY CF WARE- 

HousE BoND. — Upon receipt of Form 236 by the storekeepev-gauger in ch:irge of 
the warehouse, he will compare the penal sum of the bond as stated in the appli- 
cation with his record fnrnished by the district supervisor pursnnnt to Regu- 
lations 10 (26 CI&'R, Part 18(&). If the bond is given in the niaxinnun pe~al. sum 

of $200, 000, he will certify to the suthciency thereof on Foriii 2&3(i and return all 
seven copies of the form to the proprietor of the warehouse, If the bond is 
given in less ihan the mnximuiu penal suin, tlie storekeeper-gaugev in charge &viR 

determine from his records whether tbe tax liability on the quantity of br;in&ly 

represent, ed bV the I'orm 236, plus the quantity of spirits stored in the warehonse, 

plus the quantity represented by all outstanding approved For&us 2&36, is ivithin 

the limit, s of the penal sum of the transportation and warehousing bond. If so, 
be will certify to the sufficiency of the bond on Form 236, recov(l such cevtification 
in his recoi'ds, and return all seven copies of the form direct to ilu pvoprietov, 

If the transportation and warehousing bond is not snff&cient, he &vill certify to 
that fact on Form 236 and return all seven copies to the proprietor. The pvo- 

prietor will f&» wa. rd all seven copies of the approved Form 236 to the propvictor 
of the consignor-distillery. 'I'lie prop('ietor of the wai'('hone& will I&& respollslble 

fov all outstanding Dppi oved Forms 236&. If, at any time, he de& ides not to use 

one, he will obtain all copies from the consi nor and give thein to th& storekeepcr- 
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gauger in charge of the warehouse for cancellation and return to the proprietor of 

SEO, 134. 329a. BEANO Y To BE TEAr sFERRED. — When the distiller desires to make 

shipment, he will give a copy of Form 236 to the storekeeper-gauger in charge and 

furnish him a complei. e description of the brandy to be shipped. (Sec. 8176, 

SKO. 184. 380. REPCET oF GAL cE. — Unless previously packaged, the brandy desig- 

nated by the proprietor to be transferred will be drawn from the receiving or 

storage tanks into casks or packages, gauged, marked and branded, or into a 

weighing tanl», ganged, and run by pipe line into a properly equipped railroad tank 

car. The quantity transferred shall not exceed the quantity stated in the appli- 

cation. The details of the gauge will be entered by the storekeeper-gauger on 

fire copies of Form 1520. If the packages to be transferred were previously filled, 

the storekeeper-gauger will inspect them but will not regauge the same, unless the 
circumstances are such as to make a regauge advisable. Where previously filled 

packages are removed on the filling gauge, the storekeeper-gouger will prepare. 
five copies of Form 1520, copyiug the details from the report of the filling gauge, 

( Secs. 2878, 2888, 8176, 4017, I. R. C. ) 
SEc. 184. 332. DisrrLLKK's ENTRY FoR DEPosIT. — When the brandy has been 

packaged, or run into a railroad tank car and such tank car seal-locked, the 
storekeeper-gauger in charge will deliver the copy of Form 286 and the five 

copies of Form 1520 to the distiller. The distiller shall, on the same date that 
the brandy is to be removed from the distillery, execute on all seven copies of 
Form 286 the description of the packages or tank car to be transferred and on 
all five copies of Form 1520 the entry for deposit. He shall immediately return 
all copies of such forms to the storel-eeper-gauger in charge who ivill release the 
brandy for shipment. (Secs. 2379(a), 8176, I, R. C. ) 

SEO. 184. 838. STCREEKKPER-GAUGER s CKETIFIOATE oF REMovAL. — UPon removal 
of the brandy, the storcke&per-gauger will execute his certificate of gauge and 
removal on Forni 286. He will retain one copy of each form, furnish one copy 
of each to the distiller, forward one copy of each to the supervisor-consignor, 
and forward four copies of Form 286 and two copies of Form 1520 to the store- 
keeper-gauger in charge at the receiving warehouse. When shipment is made 
by truck, one copy each of Forms 236 and 1520 for the storekeeper-gauger in charge 
at the receiving vvarehouse will be sealed in an envelope a&ldr'essed to' such store- 
keeper-gauger in charge and handed to the person in charge of the truck for de- 
livery to him, and the remaining three copies of Form 286 and one copy of Form 
1520 will be mailerl to su«h storekeeper-gauger in charge. (Secs. 2878, 2888, 8176, 
I. R. C. ) 

SEc. 184. 884. STCRKKKKPKE-GAUGER s REcE&PT oF BRANDY AT WAREHQUsE. — The 
storekeeper-gauger at the receiving warehouse will examine the shipment upon 
its arrival aud ascertain and note on both copies of Form 1520 any losses or dis- 
crepancies as provided in sections 184. 825 and 184. 828. After the brandy has 
been deposited, the storekeeper-"auger will execute his receipt on the four copies 
of Form 236, noting thereon any losses or discrepancies reported on Form 
1520. The storekeeper-gauger «n charge will retain one copy each of Forms 
286 and 1520, give one copy each of Forms 286 and 1520 to the proprietor of 
the warehouse, and forivard two copies of Form 286 to the supervisor of his 
district. The district supervisor will retain one copy of Form 286 and forward 
the remaining copy of I orm 236 to the supervisor of the district from whicli 
the brandy was transferred. Xo withdrawal or transfer in bond of brandy 
received at the warehouse will be made until the four copies of Form 286 and 
the tivo copies of Form )520 have been received by the storekeeper-gauger 
in charge. (Secs. 2878, 2888, 8170, 8176, I. R. C. ) 

2. It is found that compliance ivith the notice and public rule- 
making procedure of the Administrative Procedure Act (5 IT. S. C. 
1001 et seq. ) is unnecessary in connection with the issuance of these 
regulations for the reason that the changes made are of a liberalizing 
character. 

8. The purposes of these amendments are as follows: 
(1) To reduce the number of copies of reports of gauge (I&'orm 

1520) prepared by storekeeper-gaugers, by discontinuing furnish- 
ing of certain copies to district supervisors, which will result in 
reducing the work of storekeeper-gaugers and audit clerks without 
jeopardy to the revenue; 
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(2) To expedite the receipt by the consignor-distiller of Forms 
286, "Transfer of Distilled Spirits in Bond, " after approval of 
bond coverage by the storekeeper-gauger at the consignee-ware- 
house, by providing that the consignee-warehouseman send them 
direct to the consignor-distiller in lieu of having the storekeeper- 
gauger at the warehouse send them to the storekeeper-gauger at 
the consignor-distillery for delivery to the consignor-distiller; 

(8) To obviate the preparation of additional Forms 286 by the 
consignee-warehouseman when he desires shipments made pursu- 
ant to approved Forms 286 after the expiration of 90 days, by re- 
voking the provision that Forms 286 will be canceled by the district 
supervisor upon the expiration of 90 days after approval if 
not used within that period or extended by the district supervisor; 

(4) To obviate the need for obtaining the consent of the district 
supervisor when the consignor-distiller desires to ship brandy by a 
carrier other than the one originally designated on Form 286 by the 
consignee-warehouseman, by. directing that the name of the car- 
rier shall not be shown on Form 286 by the consignee-warehouse- 
man; 

(5) To facilitate the execution on all copies of Form 286 of the 
storekeeper-gauger's certificate of receipt at the consignee-ware- 
house by providing for the routing, when brandy is shipped from 
the distillery, of the copies of Forms 286 and 1520 for the con- 
signee-warehouseman with the copies for the storekeeper-gauger 
at the consignee-warehouse, in lieu of sending them direct to the 
consignee-warehouseman. 

4. This Treasury Decision shall be effective on the thirty-first day 
after the date of its publication in the Federal Register. 

5. (This Treasury Decision is issued under the authority contained 
in sections 2878, 2879(a), 2888, 8170, 8176, and 4017 of the Internal 
Revenue Code (U. S. C. , title 26, sections 2878, 2879(a), 2888, 8170, 
8176, and 4017) . ) 

FRED S. AIARTIN) 

Acting Commissioner of Infernal Aevcnue. 

Approved July 1, 1949. 
TFIOMAS J. LYNCII, 

Acting Secretary of the 

Treason&y. 

(Published in the Federal Register July 8, 1949) 

REGULATIQNs 5, SEcTICNs 184. 886, ETc. 1949-19-18182 
T. D. 5789 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, P tRT 1S4. — 
PRODUCTION OF BRANDY 

Amending Regulations 5 

TRK ASURY DEPARTMENT, 

OFFICE OF COMMISSIONER OF INTERNAL REYENUE, 
Washington, A, D. C. 

To District Supervisors an~ Others Concerned: 

1. Sections 184. 886, 184. 887, 184. 888, 184. 841, 184. 848, and 184. 848 

of Regulations 5 (26 CFR, Part 184), approved february 28, 1940, 

relating to production of brandy, are hereby amended as fo as follows: 
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REMOVAL OF BRAND RANDV IN PACKAOES FOR FORTIFICATION OF WINE 

SFO. 184. 886. APPIICATIox, Foasi 257. — Where it is desi e 's desired to remove brandy 

s from a fruit distillery for the fortification of wine, applicatiori 

F m 25i7 "Application for the Removal of 
will be made by the winemaker on orin 

'fi t' f Wine from Fruit Distilleries and interns Revenue 
Brandy for Fortification o ine ro 

Bonded Warehouses. " The winemal er shall state in t!ie app i ' . p l ication the enal 

sum of the bond, Forin c d, F' 00 — A. The same application may not include brandy 

from more than one is i ery, n r h d t'lie y nor two or more lots to be removed from the 

same distillery at different times, except where the distillery is contiguous to 

the winery, as provided in section 184. 841. The application shall be filed in 

h tb i e y and the distillery are in the same supervisory 

district, and in qua rup ica e w d d pl cate where they are in different districts. Where the 

1 t d 'n the same supervisorv district ancl the bond of the wine- 

maker is given in the maxiinum penal sum of 850, 000, Form 2o7 wi 1 be sub il 

mitted to the storekeeper-gauger if one is located at the winery, or at a 

contiguous rui is i r t g f 't distillery or internal revenue bonded warehouse, as the ease 
i t'o 

may e. no s or If no storekeeper-gauger is located at such premises, the applica ion 

gill be submitted, at the discretion of the district supervisor, to a designated 

storekeeper-gauger in the vicinity of the bonded vinery. The district super- 

visor will notify each storekeeper-gauger designated to approve Forms 257 and 

advise him ihat the winemaker's bond is-given in the maximum penal sum of 

g50, 000. He will notify each yvincmaker concerned where Forms 257 are to 

be subniittecl to a storekeeper-gauger. All other Forms 257, that is, (1) . those 

covering intradistrict removals where the bond of the winemaker is in the 

maxirmim penal sum but no storekeeper-gauger has been designated to approve 

Fol'ms 257, (2) those covering intradistrict removals where the bond of tlie 

winemaker is not in the maximum penal sum, and (8) those covering inter- 

district removals, will be submitted direct to the supervisor of the district in 

which the winery is located. (Secs. 8081(a), 8088, 8176, 1. R. C. ) 
SEc, 184. 887. AcTICN oN APPLIcATICN, FCRM 257. — (a) By district sNPerrisor. — 

If the application is in proper order, the quantity of brandy to be withdrawn 

is not in excess of the applicant's current needs or of the storage capacity of 

the fortifying room (see section 178. 421 of Regulations 7), and the bond of the 
winemaker is sufficient to cover the brandy to be procured, the district super- 

visor will (1) where the distillery is in the same district, execute his certificate 
on the form and send all three copies to the proprietor of the fruit distillery; 
and (2) where the distillery is located in another supervisory district, execute 
his certiiicate on the form and send all four copies to the supervisor ot such dis- 

trict, who will deliver all four copies to the proprietor of the fruit distillery. If 
a storekeeper-gauger is not located at the fruit distillery, the supervisor of the 
district in which the fruit distillery is located will designate a storekeeper-ganger 
to guage the brandy. If the application is not in order, the supervisor of the 
district in which the bonded winery is located will return all copies to the 
winemaker. 

(5) By storekeeper-gauger. — Upon receipt of Form 257 by the storekeeper- 
gauger, he will compare the penal sum of the bond as stated in the application 
with the statement furnished by the district supervisor pursuant to section 
184. 886. If the bond of the winemaker is given in the maximuni penal sum of 
$50, 000, the application is in proper order, and the quantity of brandy to be 
withdrawn is not in excess of the applicant's current needs or of the storage 
capacitv of the fortifying room (see section 178. 421 of Regulations 7), he will 
certify to the sufficiency thereof on Form 257. He will send all copies of Form 
2O7 to the proprietor of the fruit distillery. If the application is not in order, he 
will return all copies to the winemaker. (Secs. 8081(a), 8088, 8176, I. R. C. ) 

SEC. 184. 888. GAvoE oF BRANDT. — The proprietor, upon receipt of Form 257, wifi 
execute his description of the brandy to be gauged, on all copies of the form. 
He will refer them to the storekeeper-gauger assigned to the distillery, or to the 
storekeeper-gauger designs. ted by the district supervisor pursuant to section 
184. 887(a), as the case may be. Where the certificate of sufficiency of the wine- 
maker's bond was executed by a storekeeper-gauger pursuant to section 184. 887(b) 
and no storel-eeper-gauger is assigned to the fruit distillery, the proprietor will 
request the district supervisor to designate one to gauge and release the brancly. 
If the brandy to be removed is contained in tanks, the designated packages wfil 
be filled, gauged, and inarked and branded in accordance with the Gauging iIanuak 
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If the pa&kages were previously filled, they will be marked as required, and 
removed on the original gauge, unless a regauge is deemed advisable. The 
storekeeper-gauger will prepare four copies of the report of gauge, 1orm 1520, 
where the brandy is to be removed at one time to the fortifying room of a con- 
tiguous winery, five copies in all other instances where brandy is removed to a 
winery lo&. ated in the same supervisory district, and six copies where the 
winery is located in another district. The storekeeper-gauger will attach one 
copy oi' I& orm 1520 to each copy of Form 257 and will note on the extra copies of 
Form 1520 the name, registered number, and address of the winery to which the 
brandy is to be shipped. No greater quantity of brandy may be gau "ed or 
withdrawn than stated in the application. (Secs. 2878, 3031(a), 3033, 3170&, 
I. R. C. ) 

Src. 184. 341. GAUCINo OrFIOEP. 's CERTIFIOATE oF AIDNTIILY DEPosITs IN CON- 
Tiouous WINERY' If the distillery and winery are located on contiguous premises 
and brandy is to be transferred to the winery from time to time during the 
inonth under the supervision of a storekeeper-gauger, the winemaker's appli- 
cation on Form 257 may cover all brandy to be transferred to the winery during 
the month. If the storekeeper-gauger gauging the brandy supervises its transfer 
to and deposit in the fortifving room, he will certify to the deposit on each copy 
of Form 15&20 as the brandy is deposited, attach one copy thereof to each copy 
of Form 257, forward one of the extra copies of Form 1520 to the district super- 
visor, and deliver one copy to the distiller. At the close of the month the store- 
keeper-gauger will execute his certificates of gauge and removal and receipt on 
I&'orm 257, retain one copy thereof, with a copy of each I&'orm 1520 attached, at 
the distillery as a permanent record, aud one copy, siinilarly completed, at the 
winery for the same purpose, and forward the other copy to the district super- 
visor. ( Secs. 3031(a), 3033, 3170, 3170, 4017, I. R. C. ) 

REMOYAL OF BRANDY BY PIPE IINE rOR TElE FORTIFICATION OF WINE 

SEC. 184. 343. APPLIcATIoN, FQRM 257. — Where it is desired to transfer brandy 
from the receiving tanks or from storage tanks in the brandy deposit room by 
pipe line to the fortifying rooms of wineries on contiguous premises, application 
will be made by the winemaker on Form 257, in triplicate, in the same manner 
as when brandy is to be transferred in packages, as prescribed in section 184. 330 
Tlie district supervisor, or the storekeeper-gauger, as the case may lg, will exe&. ut&& 

his certifi«ate on the form as prescribed in section 184. 387, the distiller ivill indi- 
cate the brandy to be gauged, as prescribed in section 184. 33S, and the storekeeper- 
gauger designated to gauge the brandy will make his report of gauge and «xecute 
his certificates of gauge and removal and receipt, and complete and dispose of 
I&'orms 257 and Forms 1520, as hereinbefore prescribed in the case of remov&il in 
packages. iNotaiion of transfer by pipe line will be made by the storekeeper- 
gauger on ea«h Form 1520. (Secs. 3031(a), 3033, 8170, 3170, 4017, I. R. C. ) 

Ri:MOVAI, OF BRANDY IN TABID CARS FOR FORTIFICATION OF WINE 

Src. 184. 348. APPLIcATIDN, FDRM 257. — Where it is desired to remove brandy 
in railrofid tank cars to the fortifying room of a winery, application will be made 
by the winemaker on Form 257 in the same inanner as when brandy is removed in 
packages, as prescribed in section 184. 330. The district supervisor, or the store- 
keeper-gauger, as tlie case may be, will exe&nitc his certiticate on the form as 
prescribed in section 184. 837, the distiller will indicate the br;in&ly to be gauged, 
as prescribed in section 184. 33S, and the storekeeper-ganger designated to gauge 
the brandy will make his report of gauge and execute his certificate of gauge and 
removal and dispose of Forms257 and Foruis 1&&20, as hei. einbefore pres& ribed in 
the case of removal in packages. The winemaker will state on his application 
that the brandy is to be transported by railroad tank car. (Secs. 3031(a), 3033, 
3170, 3170, 4017, I. R. C. ) 

9. The purposes of the anlendments are as follows: 
(1) To expedite the approval of Forms 257, "Application for the 

Removal of Brandy for Fortifi& atio» of Wine fro»& I&'ruit Distilleries 
a»d Int& r»al Revenue Bonded Vj arehouses, & 

by authorizing the store- 
keeper-gauger located at the bonded winelv& ol' at a, conti~guous fruit 
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a 
Approved September 1, 1949. 

THOMAS J. LYNCII, 
Acting 8ecretary of the Treasury. 

(Published in the Federal Register September 8, 1949) 

distillery or internal revenue bonded warehouse, or located in the im- 

mediate vicinity of the bonded winery if designated by the district 

supervisor, to certify to the suSciency of the winemaker's bond to 

cover such removal, in lieu of the district supervisor, provided the 

winemaker's bond is given in the maximum penal sum and the winery 

and the fruit distillery or internal revenue bonded warehouse as the 

case Inay be are located in the same supervisory district. 

(2) To eliminate unnecessary work on the part of the district super- 

visor by discontinuing the execution by him on Form 257 of an order 

to a storekeeper-gauger to gauge and release the brandy described in 

the application. The execution of the certificate of bond coverage is 

sufficient indication to the storekeeper-gauger at the fruit distillery or 
the internal revenue bonded warehouse that the brandy described in 

the application may be gauged and released. 
' If a storekeeper-gauger 

is not assigned to the fruit distillery or the internal revenue bonded 

warehouse, the district supervisor will designate a storekeeper-gauger 
to go to such premises to gauge and release the brandy. 

8. It is found tliat compliance with the notice and public rule-mak- 

ing procedure of the Administrative Procedure Act (5 U. S. C. 1001 
et seq. ) is unnecessary in connection with the issuance of these regu- 
lations for the reason that the changes made are of a liberalizing 
character. 

4. This Treasury Decision shall be eRective on the thirty-first day 
after the date of its publication in the Federal Register. 

5. (This Treasury Decision is issued under the authority contained 
in sections 2878, 8081(a), 8088, 8170, 8176, and 4017 of the Internal 
Revenue Code (U. S. C. , title 26, sections 2878, 8081(a), 8088, 8170, 
8176, and 4017) . )' 

GEO. J. SCHOENEMAN, 
Commissioner o Intern l Ifevensie. 

REGULATICNs 5, SEOTICNs 184 418' 184 428' 1949 — 17 — 18152 
A Nn 184. 424. T. D. 5716 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 184, — 
PRODUCTION Ol BRANDY 

Amending Regulations 5 

TrEASURY DEPARTMENT) 
OFFICE OF COMMISSIONER Ol' INTERNAL REVENUE) 

Washington 85, D. C. 
To District Supervisors and Others Concerned: 

1. Sections 184. 418, 184. 428, and 184, 424 of Regulations 5 (26 CFR, 

follows: 
Part 184), approved February 28, 1940, are amended to read as 

lsrrirERY OPERATIONS, FORM 15. — The distiller shall SEC. 184. 418. REcoan or Drsr r. . 
eep a record of the distillery operations on Form 15 "Monthl R t r f F it 

Distiller, " Entries shall b 
on y e urn o ru 

e made as indicated by the headings of the various 
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columns and lines and in accordance with the instructions printed on the form, 
and as set forth in these regulations. Except as provided in section 184. 410, 
the entries shall be made before the close of the business day next succeeding the 
day on which the transactions occur. IVhere the making of the entries is 
deferred to the next business dky, as authorized herein, appropriate men&oranda 
shall be main(. ained for the purpose of making the entries correctly. I'orm 15 
will be kept at the distillery as a permanent record, in bound fornI, subject to 
inspection by Government officers at any reasonable h ur. (Secs. 2841, 3171, 
3176, I. R. G. ) 

Ssc. 184. 423. TIME oF 3IAKING ENTRIEs. — Daily entries shall be made on Record 
52 and I& orm 52E, as indicated by the headings of the various columns and in 
accordance with instructions printed thereon before the close of business of tbe 
day next succeeding the day on which the transactions occur. V;here the pro- 
prietor of a tax-paid pre&Rises defers the making of entries to the next business 
day, as herein authorized, he shall maintain a separate record, such as invoices, 
of the removals of distilled spirits shovving the removal data required to be 
entered on Record 52 or I&'orm, &2E and appropriate memoranda of other &r;&ns- 
actions required to be entered on such records, for the purpose of making the 
entries correctly. ( Secs. 2857, 8176, I. R. C. ) 

SEO. 184. 424. SEPARATE REcoRD oF SERIAL NvMBERs oF GABEs. — Scl'lal numbeI's 
of cases of distilled spirits disposed of need not be entered on Record 52 or I~'orm 
52E, provided the proprietor keeps in his place of business a separate record, 
approved by the district supervisor, showing such serial numbers, with necessary 
identifying data, including the date of removal and the name and address of the 
consignee. Su&. h separate record may be kept in book form (including loose- 
leaf books) or may consist of commercial p&&pers, such as invoices or bills. Such 
books, invoices, and bills shall be preserved for a period of 4 years and in su; h a 
manner that the required infor&nation may b: ascertained readily therefrom, 
and during such peI'iod shall be available during business hours for inspection and 
the taking of abstracts therefrom by revenue officers. Entries shall be made on 
such separate record before the close of the business day next su& cee&ling the clay 
on which the transactions occur. 1Yhere the making of the entries is deferr&d 
to the next business da. y, as authoriz d herein, appropriate memoranda shall be 
maintained for the purpose of making the entries correctly. The proprietor 
whose separate recorcl has been app&. oved by the district supervisor sh;&ll make a. 
notation in the column for reporting serial nun&bers, as follows: "Serial nun&hers 
shown on commer& i:&1 records per I&utbority dated . " (S. cs. 28. &7, 

3176, 4041, I. R. C. ) 
2. These anlendments are intended for the purpose of allowing addi- 

tional time for making required entries in Forms 1508, Ilecord 5O& and 
Form 52L»'. 

3. It is found that, compliance with the notice and public rule- 
making procedure of the A. dministrative Procedure Act (5 U. H. (. . 
1001 et seq. ) is unnecessary in connection with the issuan& c of these 
regulations for the reason that the changes Inacle are of a liberalizing 
ch~aracter. 

4. This Treasury Decision shall be efl'ective on the thirty-fi&st day 
after the date of its publication in the Federal I&agister. 

5. This Treasury Decision is issued under the authority contained in 
sections 2841, 28, &7, 3171, 3176& 4041, I. R. C. (U. &. ('. 

& 
title 26, 

sections 2841, 2857, 3171& 3176, 4041) . 
(xro. J. HcHoFNERI AN, 

Corinuzsszor&er of IIItern&a'l Re& en&i&a. 

Approved August 2, 1NO. 
THol&IAS J. LVNCH) 

mulct&rt7 Eerretarlj of the 1 reasur J7 

(l. 'ublishe, l in thc Federal R", "ister August &), 1645) 
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REGULATIQNs 5) SEcTIGNs 184. 445, ETC. 1949-17-13153 
T. D. 5728 

TITLE 26 — INTERNAL REV NAL REVENUE. — CHAP'I'L&'R I, SUBCIIAPTER C, PART IS4. 
I'XODUCTION OI' BRANDY 

Amending Regulations 5 

TREASURY DEPARTMENT) 

OFFICE OF COMMISSIONER OF INTERNAL RE&&&ENUE& 

TVashington 85, D. C. 

To District Supervisors and Others Concerned: 

1. Sections 18-1. 445, 184. 440, 184. 447, and 184. 448 of Regulations 5, 
approved February 28, 1940 (20 CFK, Part 184), are hereby anIended. 

2. The purpose of these anlendments is to revise the procedure for 
the recording of Government property and the disposition of cap 
seals used and removed at fruit distilleries, 

8. It is found that compliance with the notice, public rule-making 
procedure, and etfective date requirements of the Administrative 
Procedure Act (Public, No. 404, Seventy-ninth Congress) is unneces- 

sary in connection with the issuance of these regulations for the 
reason that the changes made are of an administrative nature only. 

SEC. 184. 445. REMovAr. oF CAP SE&r, s. — Except as provided in section 184. 444, 
cap seals which have been affixed will be reInoved only by a storekeeper-gauger 
or some other officer designated for the purpose by the district supervisor. 
The oifi er will destroy all removed cap seals in a manner sufficient to prevent 
their reuse. (Secs. 2851 and 8176, I. R. C. ) 

SEc. 184. 446. STOREKEEPER-GAUGER s REcoRD oF CAP AND LocK SF. ALs. — A record 
of cap seals received, used, and removed, and of loel- seals received and used 
at each fruit. distillery will be kept by storekeeper-gaugers on Form 289, "Gov- 
ernment Officer' s. Record and Report of Government Property, " in accordance 
with the titles of the columns and lines and the instructions on the form. Form 
289 mill be kept in the Government cabinet when not in use. (Sec. 8176, I. R. C. ) 

SEc. 184. 447. STGREKEEPER-GAUGER s REPGRT oF GovERNMENT PRoPERTY. — On or 
before the fifth day of the month succeeding that for which the transactions are 
report:ed, the storekeeper-gauger Ivill prepare a monthly report on I&'orm 289 of 
all Government property at the fruit distillery. FOITG 289 will be prepared in 
duplicate, in accordance with the titles of the columns and lines and the instruc- 
tions on the form. He mill forward the original to the district supervisor and 
retain the copy for his files. (See. 8176, I. R. C. ) 

SEG. )84. 448. DIGTRIcT SUPERVIsoR's REPORT GF IiocKs AND GAUGING INsfRU- 
MENTs, — District supervisors will be held accountable for the Government locks 
and seals, including eap seals, supplied upon their respective requisitions, and 
for those received from their predecessors in office. Outgoing district super- 
visors will take receipts from their successors in office for the Government locks 
then in use and on hand, and for seals on hand in the district. District super- 
visors will keep an account of locks and gauging instruments, and will make 
return thereof semiannually to the Commissioner on Form 152, "Return of 
Loci-s and Gauging Instruments. " (Sec. 8176, I. R. C. ) 

4. This Treasury Decision shall be effective on the thirty-first day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 2851 and oo170, Internal Revenue Code (U. S. C. , title 20, 
sections 2851 and 8170) . 

GEO. J. SCHOENEMAN, 
Coinissioner of Interna/ Revenue. 

Approved Allgllst 4& 1949. 
THORIAS J. LYNCH' 

Acting Secretary of th, e Treasury. 
(Published in the Federal Register August 10, 1'949) 
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REGULATIoNs 7& SEGTIUNs 178. 890 AND 

178. 501. 
1949-17-13154 

T. D. 5717 
TITLE 28 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART I78. — WINE 

Amending Regulations 7 

TREASUR'Y DEPARTMENT& 
OFFIcE oF Co&fiAIIssloNER OF INTERNAL REVENUEi 

IVash~'ngton 2~, D. C. 
To District Supervisors and Others Concerned: 

1. Sections 178. 890 and 178. 501 of Regulations 7 (26 CFR, Part 
178), approved September 21, 1945, are amended to read a. s follows: 

SEO. 178. 890. CDIIPLETE REcoIIDs REOUIRKD. — All the information caned for in 
Forms 701, 702, 702 — A, 702 — 8, and 702 — C, as indicated by the headings of the 
columns and lines of the forms and the instructions printed thereon or issued 
in respect thereto, and as required by these regulations, must be reported. All 
operations and transactions must be entered on the forms before the close of the 
business day next succeeding the day on which the transactions occur. Where 
the making of the entries is deferred to the next business day, as herein author- 
ized, appropriate memoranda shall be maintained for the purpose of making the 
entries correctly. The entries must be made by the proprietor, or by his agent 
from personal knowledge or from data furnislied by the proprietor. The entries 
must be made from day to day during the month (1) on all three copies of each 
form, or (2) on one copy of each form, from which two additional copies must 
be prepared at the close of the month, or (8) on a rough copy of each form, from 
which all three copies must be prepared at the close oi' the month. When a rough 
copy is kept, the entries shall be made thereon with indelible pencil, ink, or 
typewriter, and the rough copy sliall be flied with the copy (prepared there- 
from) retained at the winery or storeroom. When the entries are made from 
memoranda furnished by the proprietor, such memoranda shall be filed at tlie 
winery or storeroom. Care must be used to insure the keeping of accurate and 
complete records. Each report should be carefully checked before bein. " for- 
warded to the district supervisor. Reports prepared by persons who have no 
knowledge of the winery or storeroom op rations and who are not furnished 
with the necessary data by the proprietor will not be accepted. hvhere forms 
are rendered in lilank they should bear the notation "No transactions. " Upon 
discontinuance of a bonded winery or bonded storeroom, the last reports should 
be marked "Final. " (Secs. 3171, 8170, 8001, I. R. C. ) 

SFc. 178. 501. PREPARATIoN OF TIIK REPoRT. — Form 261 shall be prepared in 
accordance with the requirements of section 178. 300, respecting the preparation 
of Forms 701, 702, 702 — A, and 702 — B. The entries must be ma(le by the wine- 
maker, or by his agent from personal knowledge or data furnished by the wine- 
maker, before the close of the business day next sucree&lin the day the brandy 
or sweetening agents are received or used. Ivhere the makin of the entries is 
deferred to the next business day, as authorized herein, appropriate memoranda 
shall be maintained for the purpose of making the entries correctly. The report 
shall be subscribed and sworn to by the winemalrer or his duly authorized agent. 
Where the form is signed by an a ent, proper power of attorney authorizing 
the agent to execute the reports for the winemal. -er must be filed with the district 
supervisor. (Secs. 8081(a), 8082, 8038, 8171, 3170, 3001, I. R. C. ) 

2. These amendments are intended for the purpose of allowing ad- 
ditional time for making required entries in Forms 261, 701, 702, 
702 — A. , 702 — 8, and 702-C. 

3. It is found that compliance with the notice and public rule- 

making procedure of the A. dministrative Procedure A. ct (5 U. S. C 
1001 et seq. ) is unnecessary in connection wIth the issuance of these 
reoulations for the reason that, the changes made are of a liberalizing 

O 
character. . 

4. This Treasury Decision shall be effective on the thirty-first day 
after the date of its publication in the Federal Register. 
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5. This Treasury Decision is issued under the authority contained 

in sections 8081(a), 8032, 8038, 8171, 8176, 8901, L R. C. (U. S. C. , 
title 26, sections 8081(a) & 

8082, 8088, 8171, 8176, 8901). 
GEO. J. SCHOENXMAN, 

Connnissioner of lnternat Revenue. 

Approved August 2, 1949. 
THOMAS J. LYNCH& 

Acting Secretary of the Treasury. 

(Published in the Federal Register August 9, 1949) 

REGULATIQN$ 7y SEOTIGNs 178 450' 178 45 ly 1949 — 19 — 18188 

ANn 178. 454. T. D. 5788 

TITLF, 26 INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 178. — 
WIN Li' 

Amending Re" uiations 7 

TREASURY DEPAR'I'MEN T) 
01'FICE OF COMMISSIONER OF INTERNAL REVENUE) 

)Vashington 85, D. C. 

To District 8upervisors and Others Concerned: 

1. Sections 178. 450, 178. 451, and 178. 454 of Regulations 7 (26 ('FR, 
Part 178), approved September 21, 1945, relating to wine, are amended 

as follows: 

MANNER OF PROCURING BRANDY FROM FRUIT DISTILLKBIES AND INTERNAL REVENUE 
BONDED IVABKIIOUSKS 

SEc. 178. 450. APPIIOATIoN, I'oBM 257. — Where it is desired to procure brandy 
for the fortification of wine, either from a fruit distillery or from an internal 
revenue bonded warehouse, application. will be made by the winemaker on Form 
257. The winemaker shall specify in the application whether the brandy is to 
be procured in packages or railroad tank cars, or by pipe line, and (1) if the 
brandy is to be procured in railroad tank cars, whether both the winery and 
distillery or warehouse from which the brandy is to be procured are equipped 
with suitable railroad siding facilities and weighing tanks for gauging the brandy, 
and (2) if the brandy is to be procured by pipe line, whether the winery and the 
distillery or warehouse from which the brandy is to be procured are located on 
contiguous premises and are equipped with a suitable weighing tank and whether 
the pipeline has been inspected and approved, as required by section 178. 457. He 
shall state in the application the penal sum of the bond, Form 700 — A. The same 
application may not include brandy from more than one distillery or warehouse 
or fronI both a distillery and a warehouse, nor two or more lots to be removed 
from the same distillery or warehouse at different times, except where the distil- 
lery or warehouse is contiguous to the winery, as provided in section 178. 454. 
The application shall be filed in triplicate where the winery and the distillery or 
warehouse are in the same supervisory district, and in quadruplicate where they 
are in different districts. Where the premises are located in the same super- 
visory district and the bond of the winemaker is given in the maximum penal 
sum of $50, 000, Ii'orm 257 will be submitted to the storekeeper-gauger if one is 
located at the winery, or at a contiguous fruit distillery or internal revenue 
bonded warehouse, as the case may be. If no storekeeper-gauger is located at 
such premises, the application will be submitted, at the discretion of the district 
supervisor, to a designated storekeeper-gauger in tbe vicinity of the bonded 
winery. The district supervisor will notify each storekeeper-gauger designated 
to approve I orms ", i7 and advise him that the winemaker's bond is given in the 
maximum penal sum of $50, 000. He will also notify each winemaker concerned 
where Forms 257 aie to be submitted to a storekeeper-gauger. All other Forms 
257, that is, (1) those covering intradistrict removals where the bond of the 
winemaker is in the n1aximum penal sun' but no storel-eeper-gauger has been 
designa. tcd to approve Forms 2O7, (2) those covering intradistrict removals 
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where the bond of the winemaker is not in the maximum penal sum, and (8) those covering interdistrict reniovals, will be submitted direct to the supervisor 
of the district in which the ivinery is located. (Se«s. 8031, 8088, 8171, 3176, 3901, I. R. C. ) 

SEc. 178. 4&&1. AcTIoN oN APPLIcATIGN, Fo)&M 257. — (u) — By district supervisor. — 
If the application is in order, the quantity of brandy to be withdrawn is not in 
excess of the applicant's current needs or of the storage capacity of the fortifying 
room (see section 178. 421), and the bond of the ivinemaker (where not in the 
maximum penal sum) is suflicient to cover the tax on the brandy to be procured, 
in addition to tbe tax on the wine and brandy then on hand at the winery, the 
district supervisor will (1) ivhere the distillery or warehouse is in the same 
district, execute his certificate on the form and send all three copies to the 
proprietor of the fruit distillery or internal revenue bonded warehouse, as the 
case may be, from which the brandy is to be removed, and (2) where the distillery 
or warehouse is located in another supervisory district, execute his certificate on 
the form and send all four copies to the supervisor of such district, who wifi send 
all four copies io the proprietor of the fruit distillery or internal revenue bonded 
warehouse, as the case may be. If a storekeeper-gauger is not located at the 
fruit distillery or internal revenue bonded warehouse, the supervisor of the 
district in which such premises are lo«ated will desi nate a storekeeper-gauger to 
gauge the brandv. If the application is not in order, the supervisor of the district 
in whi«h the bonded winery is located will return all copies to the winemaker. 

(t&) By storelcecper-y««iyer. — Upon receipt of Form 2&&7 by the storekeeper- 
gauger, he will compare the peiial sum of tlie bond as slated in the application 
with the statement furnished by the district supervisor pursuant to section 
178. 450. If the bond of the wineniaker is given in the maximum penal sum of 
$50, 000, the application is in order, and the quantity of brandy to be withdrawn 
is not in excess of the appli«ant. 's current needs or of the storage «apacity of the 
fortifying room (see seciion 178. 421), he will certify to the sufficien«y thereof 
on I&'orm 257. He will send all copies of I&'orm 2;&7 to the proprietor of the fruit 
distillery or infernal revenue bonded ivarehouse, as the case niay be. If the 
application is not in order, he will return all copies to the winemaker. (Secs. 
3031, 3088, 8176, 8001, I. R. C. ) 

SEc. 178. 4:)4. ONE APPLIcATIGN Poa ilIONTIILT RKA&ovALs I' EGM CQNTIGI 0&'s DIs- 
TIIIE«v on )&VAEEHousE. — If. the distillery or ivaiehouse and the winery are lo- 
cated on contiguous premises and brandy is to be transferred to the winery from 
time to time during tlie month under supervision of a storekeeper-gauger, the 
winemaker's application on I&'orin 257 may «over all brandy to be transferred to the 
winery during the month. In such case, if the l&on&1 of the winemaker is not in 
the maximum penal sum, ihe winemaker shall specify on Form 257 the maximum 
quantity of brandy (hat ivill be reinoved from the distillery or ivarehouse on any 
one day, less the quantity on hand unused at tlie beginning of the &lay. The store- 
keeper-gauger supervising tlie renioval oi the brandy from the distillery or ware- 
house will see that this daily quantity is not ex&'ceded. As provided in section 
178. 400(a), distri&'t supervisors will use such daily quantity in determining the 
sufficiency of the wineinaker's bond. 

(u) S«»&e of)teer at distttter&y or «rurrt&o&&ee «»&I &ri&&e&'!L — If the offi«er gauging 
the brandy supervises its transfer to and deposit in the fortifying room, he will 
certify to snch deposit on each copy of I&'Grin 1520 as the brandy is deposited, and 
attach one copy thereof to ea& h copy of I&'or&n 25&7. At the close of the month, 
the oflicer will execute his certificates on earh copy of I& orm 25&7, retain one copy 
thereof, with a copy of eacli Form 15&20 attached, at the winery as a permanent 
record, and one copy similarly completed, at the distillery or ivareh&)use for the 
same purpose, and forward the other copy to the district supervisor. 

(f&) Set)arate ot)t«era «t distillery o&. ««rc)&o«s«u&&d «. incr&A — When an officer 
is separately assigu«. l to duty at the winery, the ofil«er at the distillery or ware- 
house will retain one copy of Form 2o7 and deliver the other two copies to the 
officer at the winery. Each tinie brandy is transferred to the winery, the officer 
at the distillery or warehouse will atta«h one copy of Form 1520, covering the 
brandy so transferred, to his copy of Foriu 257, and deliver two copies of the 
Form 1520 to tlie officer at the winery, who will certify to deposit on each 
I&'orm 1520, as the biandy is received and &ieposited in the fortifying room, and 
attach a copy of I&'orm 1520 to each copv of Form 257. A. t the close of the month 
the officer at the distillery or warehouse will execute his certificate of gauge on 
all three copies of Form 257. and the officer at the winery will execute his certificate 
of receipt on all copies of the form. The forp)s ivill then be disposed of as 
provided in paragraph (&I). (Secs. 8081, 8088, 3176, 8901, I. R. C. ) 
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2. The purpose of the amendments are as follows: 
(1) To expedite the approval of Forms 257, "Application for the 

Removal of Brandy for Fortification of Wine from Fruit Distilleries 
and Internal Revenue Bonded Warehouses, " by authorizing the store- 
keeper-gauger located at the bonded winery, or at a contiguous fruit 
distillerv or internal revenue bonded warehouse, or located in the im- 

mediate vicinity of the bonded winery if desig~nated by the district, 
supervisor, to certify to the sufFIciency of the winemaker's bond to 
cover such removal, in lieu of the district supervisor, provided the 
winemaker's bond is given in the maximum penal sum and the winery 
and the fruit distillery or internal revenue bonded warehouse as the 
case may be are located in the same supervisory district. 

(2) To eliminate unnecessary work on the part of the district super- 
visor by discontinuing the execution by him on Form 25( of an order 
to a storekeeper-gauger to gauge and release the brandy described in 
the application. The execution of the certificate of bond coverage is 
sufiicient indication to the storekeeper-gauger at the fruit distillery 
or the internal revenue bonded warehouse that the brandy described 
in the application may be gauged and released. If a storekeeper-gauger 
is not assigned to the fruit distillery or the internal revenue bonded 
warehouse, the district supervisor will designate a storekeeper-gauger 
to go to such premises to gauge and release the brandy. 

3. It is found that compliance with the notice and public rule- 
Inaking procedure of the Administrative Procedure Act (5 U. S. C. 
1001 et seq. ) is unnecessary in connection with the issuance of these 
regulations for the reason that the changes made are of a liberalizing 
character. 

4. This Treasury Decision shall be efFective on the thirty-first day 
after the date of its publication in the Federal Register. 

5. (This Treasury Decision is issued under the authority contained 
in sections 3031, 3083, 8171, 8176, and 8901 of the Internal Revenue 
Code (U. S. C. , title 26, sections 3081, 3038, 3171, 3176, and 3901). ) 

GEO. J. SCHOENEMAN) 
Commissioner of Internal Revenue. 

Approved September 1, 1949. 
THoMAs J. LYNCH, 

Acting 8ecretary of the Treasury. 
(Published in the Federal Register September 8, 1949) 

REGI-I, nIONs 10, SFOTIoNs 185. 154, ETO 1949-15-13137 
T. D. 5713 

TITLE 26 — INTEIIXAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 185. — 
WAREHOUSING OF DISTILLED SPIRITS 

Amending Regulations 10 

TREASURY DEPARTMENT) 
OFFICE OF COMiAIISSIONER OF INTERNAL REYENUE ) 

Washington 88, D. C. 
To District Supervisors and Others Concerned: 

1. Sections 185. 154, 185. 298, 185. 298a, 185. 298b, 185. 299, 185. 800, 185. 301, 185. 302, 185. 810, 185. 311, 185. 312, 185. 312a, 185. 312b, 185. 312c, 
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185. 818, and 185. 814 of Regulations 10 (26 CFR, Part 185), approved 
May 20, 1940, relating to warehousing of distilled spirits, are hereby 
amended as follows: 

DEPOSIT OF SPIRITS IN WAREHOUSE 

SPIRITS RECEIVED IN CASKS OR OTHER APPROVED CONTAINERS 

SEc. 185. 154. DrsPGSITION oF DEPos&T FoRMs, — Where spirits are received from 
a distillery operated by the proprietor on the same or contiguous premises, the 
storekeeper-gauger iu charge at the receiving warehouse will retain the copy 
of Form 1520 covering the deposit of the spirits. Upon the deyosit of spirits 
received from a distillerv not operated by the proprietor of the warehouse on 
the same or contiguous premises, or from another bonded warehouse, the store- 
keeper-gauger at the receiving warehouse will folio&v the procedure prescribed 
by section 185. 311 for transfers between warehouses in the same district and 
section 185. 314 for transfers between warehouses in different districts. (Sec. 
3170, I. R. C. ) 

TRANBFKRS IN BoND BKTvvEKN INTERNAL REvKNUK BolvDKD WAREHGUsES 

TRANSFERS BETWEEN WA&&KHOUSKS IN SA»r/E DISTRICT 

SEc. 185. 298. APPLICATION, Foaxr 236. — Where the transfer is to be made between 
bonded warehouses in the same supervisory district, the yroyrietor of the receiv- 
ing warehouse shall execute an application for the transfer of the spirits on 
Form 230. The applicant shall enter all applicable data indicated by the form 
including the maximum quantity in tax gallons to be transferred in any one 
truck, railroad car or other vehicle, and the type of conveyar&ee. The name of 
the carrier shall not be specified on Form 230. The applicant shall prepare 
an original and five copies of Form 230 and give them to the storekeeper-gau 'er 
in charge of the receiving warehouse. (Secs. 2875, 3170, I. R. C. ) 

Sr:c, 185. 298a. STOI&KIKEKPKR-GAUGER 8 CERTIFIcATE oF SUFFIUIENcv CF BGND. — 
Upon receipt of Form 236 by the storekeeper-gauger in charge, he will compare 
the penal sum of the bond as stated in the application with his record furnished 
by the district supervisor pursuant to section 185. 112a, If the warehorrse bond 
is given in the maximum penal sum of $200, 000, he will certify to the sufficiency 
thereof on Icorm 230, and return all six copies of the for»& to the proprietor of 
the warehouse. If the warehouse bond is given in less than the maxi»&urr& penal 
sum, the storekeeper-gauger in charge will determine from his records whether 
the tax liability on the quantity of distilled spirits represented by the Form 230, 
plus the quantity of distilled spirits stored in the warehouse, plus the quantity 
represented by all outstanding approved I orms 230, is within the limits of the 
perml sum of the transportation RI&d warehousing bond. If So, he will certify 
to the suffirciency of the bond on Form 230, record such certifieation in his records, 
and return all six copies of the form to the proprietor. If the transportation 
and warehousing bond is not sufficient, he will certify to that fact on borm 230 
an&1 return all six copies to the proprietor. The proprietor will forward all 
six copies of the approved Form 236 to the proprietor of the consignor-warehouse. 
The proprietor of the consignee-warehouse will be responsible for all outstanding 
approved Forms 230. If, at a. ny time, he decides not to use one, he will obtain 
all copies from the consignor and give them to the storekeeper-gauge&. in charge 
of the warehouse for cancellation and return to the proprietor of the consignee- 
warehouse. (Secs. 2875, 3170, I. R. C, ) 

SEc. 185. 298b. SPIRITs To BK TRANsnrRRED. — When the ProPrietor of the shiP- 
ping &varehouse desires to make shipment, he will give a copy of Form 236 to the 
storekeeper-gauger in charge and furnish him a complete description of the 
spirits to be shipped. (Sees. 2875, 3170, I. R. C. ) 

SEc. 185. 299. TRANsFERs LN BAcrcAGEs. — If the spirits to be transferred are in 
original packages or in packages filled fn»n &varehouse storage tanks, or are 
blended brandies in packages filled in the brandy-blending deyartmer&t, the 
storekeeper-gauger shall inspect the packages designated by the proprietor to be 
transferred an(l supervise the weighing thereof as providerl in the Gauging 
Manual. He will prepare an original an&i four copies of Form 1619 covering only 
the packages to be shipped. The quantity to be transferred shall not exceed tl&e 
maximum stated in the application. In the case of blencled brandies the store- 
keeper-gauger shall also show on Form 1019 the date and serial number of the 
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'85 coverin the blending of the brandies, the date of original entry of 

d nd the date of original entry of the youngest 
the oldest brandy in the blend an e a 

lend. The storekeeper-gauger in charge will give t py 

s of Form 1619 to the proprietor who shall 
Form 286 and the five copies of Form 
same date that the spirits are to be transferre, execu e 

the descri tion of the packages to be transferred. He shall immediately 
th to k pe - ' h r . I 

return all copies of such forms to e s o 

atel after the packages are weig e o weighed for transfer in bond, the proprietor. may, 

if he so desires, take the proo o e k h f of the spirits provided such is done expeditiously 
r- augers will not be required to supervise the operation. 

and additional storekeeper-gaugers wi 
rmitted. If the warehouse- 

The taking of average or actual tare will not be permi e . 
man prepares a recor o suc c d f uch commercial gauge, two copies thereof will be given 

to the storekeeper-gauger, w o wi who will retain one copy and forward the other to 

the storekeeper-gauger a e rece'v' t the receiving warehouse, as provided in section 18o. 810 

for reference if claim is filed for loss by theft, accident, or otherwise than by t, where claim is filecl under section 2801(e) (5), Internal, 

Revenue Code, for losses from packages of blended brandies. Upon withdrawal. 

for transfer the packages will be~arked as provided in the Gauging Manual. 

Forms 286 and 1619 will be disposed of in accordance with section 185. 810. 

(Secs. 2801(e) (5), 2875, 8176, I. R, C. ) 
SEc. 185, 300. TRANsFERs IN CAsEB. — If the spirits to be transferred were bottled 

in bond before taxpayneen, the storekeeper-gauger will inspect the cases desig- 

natecl by the proprietor to be transferred. He will prepare an original and. four 

copies of Form 1620 covering only the cases to be shipped. The quantity to be 

transferred shall not exceed the maximum stated in the application. The. store- 
keeper-gauger in charge lvill give the copy of Form 236 and the five copies. of 
Form 1620 to the proprietor who shall, on the same date that the spirits are to 
be transferred, execute on the six copies of Form 286 the description of the cases 
to be transferred. He shall immediately return all copies of such forms to the. 

storekeeper-gauger in charge. Upon withdrawal for transfer, the word. "Trans- 
ferred" followed by the date of transfer, the word "To, " the number of the receiv- 
ing warehouse, and the State in which such warehouse is located, will be plainly 
and durably stenciled or stamped upon the Government side of each case in 
letters and figures not less than three-eighths-inch in height. These marks may 
be abbreviated as follows: 

Trans. 8 — 2&1988 
To I. R. B. W. 25 N. Y. 

Where there is insufficient space on the Government side of the case, these 
marks may be placed upon another side of the case. Forms 286 and 1620 will be 
disposed of in accordance with section 185. 810. (Secs. 2875, 8176, I. R. C. ) 

SEc. 185. 801. TRRNSEER lN T~NE C~RS. — If the spirits to be transferred are in 
a previously filled tank car designated by the proprietor to be transferred, the 
storekeeper-gauger will inspect the car and prepare an original and four copies 
of Form 1520, copying the details from the entry Form 1520, except that if the 
contents of the tank car were previously regauged owing to evidence of loss of 
spirits therefrom by theft, accident, or otherwise than by leakage or evaporation, 
the transfer Form 1520 will show both the original contents and the contents 
disclosed by the regauge. The quantity to be transferred shall not exceed the 
maximum stated in the application. The storekeeper-gauger in charge will give 
the copy of Form 286 and the five copies of Form 1520 to the proprietor who shall, 
on the same date that the spirits are to be transferred, execute on the six copies 
of Form 286 the description of the tank car to be transferred. He shall immedi- 
ately return all copies of the forms to the storekeeper-gauger in charge. When 
the tanl- car is releasecl, the key of each seal lock thereon will be fomvarded on 
the date of shipment by the storekeeper-gauger in charge at the transferring 
warehouse to the storekeeper-gauger in charge at the receiving warehouse. Forms 
286 ancl 1520 will be disposed of in accordance with section 185. 810. (Secs. 
2875, 8176, I. R. C. ) 

SEc. 185. 802. TRRlvszERS FRoM STom, cE Twlsrcs, zN Paux&SES oR Talc CERS. — 
If the spirits designated by the proprietor to be transferred are in storage tanks 
they will be drawn into packages, gauged, marked, and branded, or run into a 
weighiug tank, gauged, and conveyed by pipe line into a railroad tank car, 
constructed and markecl as hereinafter provided. The storekeeper-gauger will 
prepare a report nf the gauge on an original and four copies of Form 1520, and 
note on each copy of the torm the proof at which the spirits were distilled. The 
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quantity to be transferred shall not exceed the maximum staterl in the appli- 
cation. The storekeeper-gauger in charge will give the copy of Form 236 and 
the five copies of Form 1520 to the proprietor who shall, on the same date that 
the spirits are to be transferred, execute OE the six copies of Form 230 the 
description of the packages or tank car to be transferred. He shall immediately 
return all copies of the forms to the storekeeper-gauger in charge. Forms 236 and 
1520 will be disposed of in accordance with section 185. 310. (Secs. 2875, 3170, 
I. R. C. ) 

Szc, 185. 310. STOREKEEPER-GAUGER s CERTIFICATF. 0F REMovAL. — Upon removal 
of the spirits, the storekeeper-gauger will execute his report of inspection or 
gauge and removal on the six copies of Form 236. The storel-eeper-gauger in 
charge will retain one copy of Forms 230 and 1520, 1619, or 1020, as the case 
may be, furnish one copy each of such forms to the proprieter of the shipping 
warehouse, forward one copy of each form to the supervisor-consignor, and 
forward three copies of ForIn 230 and two copies of Form 1520, 1019, or 1020 
to the storekeeper-gauger in charge of the receiving warehouse, with a copy 
of the proprietor's commercial gauge (if any) of packages. Where shipment of 
packages or eases is made by truck, one copy each oi' Forms 230 and 1520, 1019, 
or 1020, for the storekeeper-gauger in charge at the receiving warehouse will be 
sealed in an envelope addressed to such storekeeper-gauger in charge and handed 
io the person in charge of the truck for delivery to him, and the remaining two 
copies of Form 236 and one copy of Form 1520, 1019, or 1620 will be mailed to 
such storekeeper-gauger in charge. (Secs. 2875, 3170, 3176, I. R, C. ) 

Szc. 185. 311. STOREKEEPER-GAUOER's REOEIPT OF SPIRITs AT WAREIIOUSE. — Upon 
receipt of the spirits at the receiving warehouse, the storekeeper-gauger will 
examine the shipment and will ascertain and note on Form 1520, 1019, or 1620, 
as the case may be, losses or discrepancies, as provided in sections 185. 151, 
185. 152, and 185. 153. The proprietor may weigh and take the proof of the spirits, 
if desired, under the conditions specified in section 185. 150. The storekeeper- 
gauger will execute his certificate of receipt on each copy of Form 236, noting 
thereon any losses or discrepancies reported on the corresponding Form 1520, 
1619, or 1620. The storekeeper-gauger in charge will retain one copy each of 
Forms 230 and 1520, 1019, or 1620, give one copy of each form to the proprietor 
of the warehouse, and forward one copy of Form 236 to the district supervisor. 
No withdrawal or transfer in bond of spirits received at the warehouse will be 
made until the three copies of Form 236 and the two copies of Form 1520, 1019, 
or 1620, as the case may be, have been received by the storekeeper-gauger in 
charge. The storekeeper-gauger will report on Form 1513 the original tax 
gallons contained in all packages received regardless of any losses in transit. 
Ifowever, any package lost in transit will not be reported on ForIn 1513 but wiH 

be reported by the district supervisor in the warehouse account, Form 1514, for 
the State in which the receiving warehouse is located, in the manner indicated by 
the form. (Secs. 2875, 3176, I. R. C. ) 

TRANsI'ERs IN BoND BETwEEN INTERNAL REvENUE BDNDED WAREHoUsEs IN 
DIIFERENT DIsTRIcTS 

Szc. 185. 312. APPLIOATIUN, FORM 230. — Where the transfer is to be made between 
bonded warehouses in different supervisory districts, the proprietor of the re- 
ceiving warehouse shall execute nn application for the transfer of the spirits on 
Form 230. The applicant shall enter all applicable data indicated by the form 
including the maximum quantity in lax gallons to be transferred in any one truck, 
railroad car or other vehicle, and the type of conveyance. The name of the 
carrier shall not be specified on Form 230, The applicant shall prepare nn 

original and six copies of Form 230 and give them to the storel-eeper-gauger in 
charge of the receiving warehouse. (Secs. 2875, 3170, I. R. C. ) 

Szc. 185. 312a. CERTIPIcATE oF SUFPIcIENcx oF BoND. — Upon receipt of Form 230 

by the storekeeper-ganger in charge, he will compare the penal sum of the bond 
as stated in the application with his record furnished by the district supervisor 
pursunnt to section 185. 112a. If the warehouse bond is given in the maximum 

pennl sum of $200, 000, he will certify to the sufficiency thereof on Form 230, nnd 

return nll seven copies of the form to the proprietor of the warehouse. If the 
warehouse bond is giveu in less than the Inaximum penal suin, the storekeeper- 
gauger in charge will deterIninc from his records whethe r tbe tnx liability on 

the qunntity of distilled spirits represented by the iform "30, plus the qunntity 
of distillerl spirits stored in the vvnrehouse, plus the quantity represented by all 

SGSG72' — 50 — 15 
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outstanding approve & orlns, i d Y In 286 is within the limits of the penal sum of tbe 

transportation and ware ousing d eh using bond. If so, he will certify to the sufficiency 

of the bond on & orm, recor d F 286 record s~ch certification in his records, and re urn all 

seven copies of the form to the proprietor. If the transportation and ware 

b d 
' t ufficient he will certify to that fact on Form 286 and 

r I v 
return all seven copies to the proprietor. The proprietor will forward a I seven 

i f th roved Form 286 to the proprietor of the consignor-warehouse. 

The proprietor of the consignee-warehouse will be responsible for a I outstanding 1 

approved Forms 286. If, at any time, he de ides not to use one, he will obtain 

all copies from the consignor-warehouseman and give them to the storelreeper- 

gauger in charge of the warehouse for cancellation and return to the proprietor 

of the consi nee-warehouse. (Secs. 2875, 8176, I. R. C. ) 
S . 185. 812b. SPIRITs To BE TRANSFERIlEn. — When the ProPrietor of the ship- 

ping warehouse desires to make shipment, he will give a copy of Form 86 to 

the storekeeper-gauger in charge and furnish him a complete description of the 

spirits to be shipped. (Secs. 237o, 8176, I. R. C. ) 
SEC. 185. 812c. TRANsFERs IN PAGKAGEs, CAsEs, AND TANK CAR. — Spil'its in ol'lg- 

inal packages, or in packages filled from warehouse storage tanks, will be trans- 

ferred in accordance with the provisions of section 135. 299. Spirits in cases, 
bottled in bond before taxpayment, will be transferred in accordance with the 

provisions of section 185. 800. Spirii. s in a previously filled tank car will be trans- 

ferred in accordance with the provisions of section 185. 301. If spirits to be 

transfelred are in storage tanks, they will be drawn into packages or into a 

tank car and then transferred in accordance with the provisions of section 
135. 802. Forms 286 and 1520, 1619, or 1620 will be disposed of in accordance with 

section 185. 818. (Secs. 2375, 8176, I. R. C. ) 
SEc. 180. 313. STGREKEEPER-GAUCER's CERTIEIcATE GF REMovAL. — UPon removal 

of the spirits, the storekeeper-gauger will execute his report of inspection or 
gauge and removal on the seven copies of lcorm 286. Tbe storekeeper-gauger in 

charge will retain one copy of Forms 286 and 1520, 1619, or 1620, as the case may 
be, furnish one copy each of such forms to the proprietor at the shipping ware- 
house, forward one copy to the supervisor-consignor, and forward four copies of 
Form 286 and two copies of Form 1520, 1619, or 16"0 to the storekeeper-gauger 
in charge of the receiving warehouse, with a copy of the proprietor's commercial 
gauge (if any) of packages. Where shipment of packages or cases is made by 
truck, one copy each of Forms 286 and 1619 or 1620 for. the storel-eeper-gauger 
in charge at the receiving warehouse will be sealed in an envelope addressed to 
such storekeeper-gauger in charge and handed to the person in charge of the tluck 
for delivery to him, and the remaining three copies of Form 286 and one copy of 
Form 1619 or 1620 will be mailed to such storekeeper-gauger in charge. (Secs. 
2875, 8176, I. R. C. ) 

SEc. 135. 314. STGREKEEPER-GAUGER's REcEIPT oF SPIRITs AT REOEIVING WARE- 
HousE. — Upon receipt of the spirits at the receiving warehouse, the storekeeper- 
gauger will examine the shipment and will ascertain and note on Form 1520, 
1619, or 16&20, as the case may be, losses or discrepancies, as provided in sections 
185. 151, 185. 152, and 135. 158. The proprietor may weigh and take the proof of 
the spirits, if desired, under the conditions specified in section 185. 150. The 
storekeeper-gauger will execute his certificate of receipt on each copy of Form 
286, noting thereon any losses or discrepancies reported on the correspondin, 
Form 1520, 1619, or 1620. The storekeeper-gauger in charge will retain one copy 
each of Forms 236 and 1520, 1619, or 1620, give one copy of each form to the pro- 
prietor of the warehouse, and forward two copies of Form 236 to the supervisor 
of his district. The district supervisor will retain one copy of Form 286 and for- 
ward the remaining copy of Form 286 to the supervisor of the district from which 
the spirits were transferred. No withdrawal or transfer in bond of spirits 
received at the warehouse will be made until the four copies of Form 286 and 
the two copies of Form 1520, 1619, or 1620, as the case may be, have been received 
by the storel-eeper-gauger in charge. The storekeeper-gauger will report on Form 
1518 the original tax gallons contained in all packages received regardless of any 
losses in transit. . However, any package lost in transit will not be reported on 
Form 1513 but will be reported by the supervisor-consignee in the warehouse ac- 
count, Form 1514, for the State in which the receiving warehouse is located in 
the manner indicated by the form. (Secs. 2875&, 8176, I. R. C. ) 

o. It is found that compliance with the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. C. 
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Acting Commissioner of Interna/ Revenue. 

Approved July 1, 1949. 
TIIOMAS J. LYNCH) 

Acting Secretary of the Treasury. 

(Published in the Federal Register July 8, 1949) 

1001 et seq. ) is unnecessary in connection Ivith the issuance of these 
regulations for the reason that the changes made are of a liberalizing 
character. 

8. The purposes of the amendments are as follows: 
(1) To reduce the number of copies of reports of tank cars 

of distilled spirits transferred to an internal revenue bonded 
warehouse (F&orm 1520) and reports of packages and cases trans- 
ferred between internal revenue bonded warehouses (Forms 1619 
and 1620) prepared by storekeeper-gaugers, by discontinuing 
furnishing of certain copies to district supervisors, which will 
result in reducing the work of storekeeper-gaugers and audit 
clerks without jeopardy to the revenue; 

(2) To expedite the receipt by the consignor-warehouseman 
of Forms 286, "Transfer of Distilled Spirits in Bond, " after 
approval by the storekeeper-gauger at the consignee-warehouse, 
by providing that the consignee-warehouseman send them direct 
to the consignor-warehouseman in lieu of having the storekeeper- 
gauger at the consignee-warehouse send them to the storekeeper- 
gau~~er at, the consignor-warehouse for delivery to the consignor- 
warehousernan; 

(8) To obviate the preparation of additional Forms 286 by 
the consignee-warehouseman when he desires shipments nIade 

ursuant to approved Forms 286 after the expiration of 90 days, 
y revoking the provision that Forms 286 will be canceled by 

the district supervisor upon the expiration of 90 days after 
approval if not used within that period or extended. by the district 
supeI'vlsoI' ) 

(4) To obviate the need for obtaining the consent of the district 
supervisor when the consignor-warehouseman desires to ship 
spirits by a, carrier other than the one originally designated on 
Form 286 by the consignee-warehouseman, by directing that the 
name of the carrier shall not be shown on Form 286 by the con- 
signee-warehouseman; 

(5) To facilitate the execution on all copies of Form 286 of 
the storekeeper-gauger's certificate of receipt at the consignee- 
warehouse by providing for the routing, when spirits are shipped 
from the consignor-warehouse, of the copies of I&'orms 286 and 
1619 or 1620 for the consignee-warehouseman with the copies 
for the storekeeper-gauger at the consignee-warehouse, in lieu of 
sending them, direct to the consignee-warehouseman. 

4. This Treasury Decision shall be effective on the thirty-first day 
after the date of its publication in the Federal Register. 

5. (This Treasury Decision is issued under the authority contained 
in sections 2801(e) (5), 2875, 2879, 8170, and 8176 of the Internal 
Revenue Code (U. S. C. , title 26, sections 2801(e) (5), 2875, 2879, 8170, 
and 8176 . ) 
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REGULATIONS 10, SEGTloNS 185. 217, ETC. 1949-14 — 1812' 
T. D. 5705 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART Isa 
WAREHOUSING OF DISTII LED SPIIIITS 

0 

Amending Regulations 10 

TREAsURY DEPARTMENT, 

OFFICE OF COMMISSIONER OI' INTERNAL REvENUEi 
Waahington 8o, D. C. 

To District Supervieors and Others Concerned: 

1. On March 3, 1949, notice of proposed rule making, regarding 

the withdrawal of samples of distilled spirits by proprietors of in- 

ternal revenue bonded warehouses, was published in the Federal Reg- 

ister (14 F. R. 959). 
2. After consideration of all such relevant matter as was presented 

by interested persons, section 185. 287 of Regulations 10 (26 CFR, 
Part 185 ), approved May 20, 1940, relating to the warehousing of 
distilled spirits, is revoked, and sections 185. 217, 185. 284, 185 288, 
185. 289, 185. 240, 185. 241, 185. 248, 185. 244, 185. 247, and 185. 24~8 of such 

regulations are amended to read as follows: 

SEc. 185. 217. REMissioN OE TAx. — If the entire contents of a container are 
lost by theft, accident, or otherwise than by leakage or evaporation, and a claim 
for remission of the tax is allowed, the district supervisor will take credit for 
the alloivance upon receipt of notice from the Commissioner of the allowance. 
If the tax is remitted on a portion of the contents of a container still in bond, 
the district supervisor will instruct the storekeeper-gauger to aflix to the con- 
tainer a label shoiving the nuuiber of proof gallons on which the tax has been 
remitted, the date of allowance, ancl bearing the signature and title of the 
storekeeper-"'auger. The storekeeper-gauger will, upon labeling the container, 
note such data on the Form 1520, 1619, or 1620, covering the deposit of the spirits 
in the warehouse. In the event any such container is transferred in bond to 
another warehouse, the data relating to remission of' the tax will be tran- 
scribed by the storekeeper-gauger to Form 1619 or 1620, covering the transfer. 
( Secs. 3170, 3176, and 3953 (a), I. R. C, ) 

S=c. 185. 234. NUMBER AND SIzE. — Samples of brandv or fruit spirits for labora- 
tory analysis (including organoleptic examination) must be taken from pack- 
ages desi Dated as sample packages or from storage tanks. Except upon au. 
thority of the district supervisor or the Commissioner, not more than one 
sample may be i emoved from any sample package or from the same lot of brandy 
or fruit spirits in a storage tank in a period of 6 months. The number of pack- 
ages that may be designated as sample packages shall be limited, as to each 
kind of brandy or fruit spirits and each type of cooperage (as designated by 
the mandatory marl s and brands on the packages), to not. more than 1 in each 
25 pacl-ages of any such lot of brandy or fruit spirits of the same entry gauge 
on storage in the warehouse: Procided, That where less than 25 packages of anv 
such lot of brandy or fruit spirits are on storage, 1 package in the lot may be 
designated as a saiuple package. Samples for organoleptic examination only 
may not exceed one-half pint. Samples for laboratory analysis may not exceed 
1 pint. Such samples may be withdraivn upon approval by the storekeeper- 
gauger in & barge at the warehouse of a written application filed in accordance 
ivith tlie provisions of section 185. 240. In any instance where a 1-pint sample 
is found to be an insufficient quantity for laboratory analysis, the district super 
visor, upon receipt of a statement showing the necessity for an additional qu»- 
tity, may authorize the withdrawal of an additional sainple, not to exceed 1 pinti 
froin any designated sainple package or storage tank. The withdrawal in excess 
of these liinitations of tax-free saniples of brandy or fruit spirits shall not be 
perniitted, unless it is shown that such samples are insufficient for the purpo se 
intended, anrl the Commissioner authorizes the withdrawal of additional samples 
( Secs. 3037, 3176, I. R. C. ) 

SM 185 238 LIMITA+IDN ON NUMBERS SIzEy AND UsE or SAMPLES oF DISA 
SPIRITs OTHER THAN BRANDY oR 1 RUrr S~PIRITs. — SanlPles of distilled sPirits other 
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than brandy or fruit spirits may be taken only for organoleptic examination or 
analytical purposes from packages designated as sample packages and from 
storage tanks. Except upon authority of the district supervisor or the Commis- 
sioner, not more than one sample may be removed from any sample package or 
from the same lot of spirits in a storage tank in a period of 6 months. The num- 
ber of packages that may be designated as sample packages shall be limited, as 
to each kind of spirits and each type of cooperage (as designated by the manda- 
tory marks and brands on the packages), to not more than 1 in each 25 packages 
of any lot of spirits of the same day's production on storage in the warehouse: 
Provided, That where less than 25 packages of any such lot of spirits are on 
storage, 1 pack&ge in the lot may be designated as a sample package. San&plea 
for organolepti«examination may not exceed one-half pint from any package or 
storage tank. Samples for laboratory analysis may not exceed 1 pint from any 
package or stor'age tank. Such samples may be withdrawn upon approval by the 
storekeeper-gauger in charge at the warehouse of a written application filed in 
accordan&e with the provisions of section 185. 240. In any instance Ivhere a 
1-pint sample is found to be an insuflicient quantity for laboratory analysis, the 
district super visor, upon receipt of a statement showing the necessity for an addi- 
tional quantity, may authorize the withdrawal of an additional sample, not to 
exceed 1 pint, from any designated sample package or storage tank. The with- 
drawal of samples in excess of these limitations shall not be authorized unless 
it is shown tha. t such samples are insufficient for the purpose intended, and the 
Commissioner authorizes the withdrawal of additional samples. (Sec. 3176, 
1. R. C. ) 

Szc. 185. 239. DrsPosITIoN or S&MPLEs. — Samples of distilled spirits other tha. n 
brandy or fruit spirits must be used solely for chemical analysis or organoleptic 
examination. They may not be furnished to salesmen and dealers for advertising 
or soliciting purposes. Where spirits are sold subject to approval as to quality, 
a sample taken pursuant to the provisions of sections 185. 238, 185. 240, and 
185. 241 may be furnished the purchaser. Remnants of residues of samples re- 
maining after analysis or examination and which are not desired for retention as 
laboratory specimens or for further analysis or examination, should be returned 
to vessels in the distilling system containing similar spirits where the warehouse 
is on or contiguous tu the distillery premises, unless the condition of the remnants 
or residues is su& h as io render them unsuitable for such disposition. If such 
remnants or residues of samples are not returned to the distilling system, they 
should be destroyed. (Sec. 3176, I. R. C. ) 

SEO. 185. 240. APPLIGATIoN. — (a) Samples for oryanoleptic examination o& lab- 
oratory analysis, and taa-paid samples of brandy for other purposes. — When the 
warehouseman desires to procure samples for organoleptic examination, samples 
not in excess of 1 pint for laboratory analysis, or tax-paid samples of brandy or 
fruit spirits for other purposes, he shall make application in triplicate to the 
storekeeper-gauger in charge at the warehouse. The application shall b&. given a 
serial number, beginning with "1" for the first application and running consecu- 
tively thereafter. The application shall show (1) the kind of spirits, (2) the 
name of the distiller, (3) the registered number of the distillery and the State in 
which located, (4) the serial numbers of the packa es or storage tanks from 
which the samples are to be removed, (5) the dates of entry for deposit, (6) the 
type of cooperage, (7) if the samples are to be removed from sample pa«ka es, 
the dates the packages were received in the warehouse, (8) whether, in the case 
of brandy or. fruit spirits, the samples are desired for nrgzrnoleptic examination 
or laboratory analysis tax-free, or for other purposes subject to payment of tax, 
(0) whether, in the case of spirits other than brandy or fruit spirits, thc samples 
are required for organoleptic examination or for laboratory analysis, (10) the 
reasons rvhy the samples are desired, and (11) the size of e;rch sample to be taken. 

(b) Additional samples for laboratory analysis. — Where the warehouseman 
has found a. pint sample to have been an insufficient quantity for analysis, and 
desires an additional 1-pint sample, he shall nrake appliraiion in tripli&ate, 
through the storekeeper-gouger in charge at the wareho»se, to the district super- 
visor. The application shall be given a serial number within tire series prescribed 
in subsection (a) of this section. The application shall show the inforrnatio» 
called for in items 1 thro»gh 11 of subsection (a). 

(c) Other samples. — Where the warehouseman desires samples in excess of 
the number or quantities which may be authorized by the storekeeper-gauger 
or the district supervisor, he shall make application, in quadruplicate, through 

the storekeeper-gauger in charge at the warehouse, to the Commissioner. The 
application shall be given a serial number within the series prescribed in sub- 
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section (a) of this section and shall shoI& the information called for in items 1 
through 11 of subsection (a). (Secs. 3087, 8170, I. R. C. ) 

SEO. 185. 241. APPRCVEL CF APPLIcATIo-s. — (a ) By the storekeeper-gauger in 

charge at the I:arehouse. — Upon receipt of an application for the withdrawal of 
sa. mples in quantities not to exceed one-half pint for organoleptic examination or 
in quantities not to exceed 1 pint for laboratory analysis, or for the withdrawal 
of tax-paid samples of brandy or fruit spirits from any package or storage tank, 
the storekeeper-gauger shall determine from his records whether, in the case of 
packages, the designated packages are eligible for sampling or, in the case of 
spirits in storage tanks, the lot of spirits contained in a tank is eligible for sam- 

pling. If he shall find the number and quantities of samples to be taken do not 
exceed the number and quantities permitted under sections 185. 284, 185. 283, or 
185&. 2, "-4, as the case may be, he may authorize the withdrawal of the samples. 
In the case of samples for laboratory analysis, the storekeeper-gauger should 
assure himself of the propriety of the request. If he finds upon examination of 
his records that the number or quantities desired are in excess of the number or 
quantities permitted, he shall write upon each copy of the application a state- 
Iuent disclosin„ the reasons why the samples may not be removed. The store- 
keeper-gauger, upon approval or disapproval of the application, shall return one 
copy to the warehouseman, forward one copy to the district supervisor, and 
retain the original copy in his ofiice. 

(I&) Bg the district supervisor. — Upon receipt of an application for an addi- 
tional sample for laboratory analysis, the storekeeper-gauger shall determine 
from his records whether an additional sample may be authorized under the 
liruitations of section 185. 284 or 18:&. 288, as the case may be. If he finds the 
additional sample may not be authorized under the limitations, he shall write 
upon each copy of the application, over his signature, a statement showing the 
reasons why the sample may not be withdrawn. In such case, he shall return 
one copy to the proprietor, forward one copy to the district supervisor, and retain 
the original in his oflice. If he finds the additional sample may be authoriz d, he 
shall note such fact upon the application, over his signature, and shall forward the 
app', ication to the district supervisor with his recommendation. The district 
supervisor shall determine from the facts presented whether the additional 
sample is necessary for the proposed type of laboratory analysis and shall there- 
upon approve or clisapprove the application. He shall retain a copy in his ot}ice 
encl return the original and one copy to the storekeeper-gauger at the warehouse, 
who shall Sile the original and return the copy to the applicant. 

(c) By the Commissioner. — Upon receipt of an application to the Commis- 
sioner for authorization to withdraw samples, the storekeeper-gauger shall note 
uoon each copy of the application the number and quantities of samples which 
have been removed from each package and from each lot represented. The 
storekeeper-gauger shall thereupon forward all copies of the application to the 
district supervisor, who shall transmit all copies to the Commissioner with his 
recommendation. Upon approval or disapproval of the application, three copies 
shall be returned to the district supervisor, who shall retain a copy and return 
the original and one copy to the storekeeper-gauger at the warehouse. The 
storel-eeper-gauger shall file the original and return the remaining copy to the 
applicant. (Secs. 3087, 3170, I. R. C. ) 

SEc. 185. 248. LAUREL. — At the time of the withdrawal of a sample the proprie- tor shall prepare a label and a. copy thereof. The label and copy shall be pre- 
pared on paper haring approximate dimensions of 8 inches by 5 inches. The proprietor shall show on the label and on the copy, in the order listed and upon separate lines, the following information: 

1, The word "Sample"; 
2. The serial number of the approved application covering the withdrawal of the spirits; 
8. The kind of spirits; 
4. The serial number of the container from which removed; 
. &. The name of the distiller, followed by the registered number of the dis- tillery and the name of the State in which located; 
G. Th e purpose for which the sample is intended; and, if for laboratory analrsis, the name and address of the laboratory or person making the analysis (unless the analysis is to be made by the vvarehouseman at the warehouse premises, or premises contiguous thereto); 7. The siz e s'ze of the sample and, in regard to fruit spirits and brandy, the quantitv in proof gallons extended to the fourth decimal place (the proof gallon content need not be shown on samples of other spirits); 
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8. The name of the warehouseman, followed by the registered number of 
the warehouse and the Raine of the State in which located. 

Upon completion, the label and the copy shall be presented to the storekeeper- 
gauger, who shall verify the accuracy of the data thereon, date and sign both 
copies, and supervise the afiixing of the label to the sample container. Where 
the sample is taken from a container of fruit spirits or brandy, the storekeeper- 
gauger shall write upon the copy of the label a statement showing whether the 
sample was procured tax-free or subject to payment of tax. The copy of the 
label shall be filed bv the storekeeper-gauger in accordance with the provisions 
pf section 185. 244. (Secs. 3037, 3176, I. R, C. ) 

SEO. 185. 244. OFFIcz RzcoRD. — The proprietor shall furnish sufiicient file cases 
for the filing and retention of sample records. The copies of the labels shall be 
kept by the storekeeper-gauger as a record of samples removed and shall be filed 
numerically by package or tank serial number under the name and number of 
t)ie producing distiller. The record shall be maintained as an active file for 
each sample package and for each storage tank from which samples are with- 
drawn, during the period such packages or spirits contained in such storage tanks 
&&re on storage in the warehouse. At the time of preparing Form 1. &20 or Form 
1619 covering the removal of a sample package, or upon the emptying of a storage 
tank from which samples had been taken, the copies of labels covering samples 
removed from such package or storage tank shall be removed from the active file 
to an inactive file for storage. (Secs. 3087, 8176, I. R, C. ) 

SEC. 185. 247. CREDIT UPQN WITHDRAWAL oF BRANDT DR FRUIT SPIRITs. — Upon 
the withdrawal from bond of a package of brandy or fruit spirits from Ivhich 
samples have been removed, the storekeeper-gauger shall interline in appropriate 
places on the withdrawal application, Forms 179, 206, 2. &7, 655, or 1518, or permit, 
Form 1508, and in the loss allowed column of the report of withdrawal gauge, 
Form 1520, the total quantity' (fractions of less than. one-tenth gallon being 
disregarded) of the taxable samples and, separately, the total quantity (frac- 
tions of less than one-tenth gallon being disregarded) of tax-free samples removed 
from the package followed by the words "samples tax-paid" and "samples tax- 
free, " respectivelv. The total quantity of all samples taken from the package 
shall be deducted with the allowable loss in calculating (1) the taxable gallons 
if the package is withdrawn upon payment of tax, or (2) the taxable loss, if 
any, if the package is withdrawn without payment of iax. Should the pacl-age 
be transferred in bond to another warehouse the storekeeper-gauger shall &nake 
like entries on Form 1619 in order that similar adjustments may be made when 
the package is withdrawn from the receiving ivarehouse. I pon the removal &:f a 
package from bond, the quantity withdrawn as samples shall also be entered liy 
the storekeeper-gauger on Form 1518 as withdrawn tax-paid or tax-free, as the 
case may be. Credit shall be given similarly upon the emptying of a storage 
tank from which samples of brandy or fruit spirits were taken. (Secs. 3087, 
3]76, I. R. C. ) 

SEc. 185, 248. REPoI&T oF TkxABLE SAMP&~s, — Each day taxable samples of 
brandy or fruit spirits are withdrawn the storekeeper-gauger shall gnter on 
Forru 1615, in quadruplicate, a record of the taxable samples removed. All the 
information called for by the form shall be furnished. At the end of &;«h 
month the storekeeper-gauger shall complete the repot't, retain one copy of the 
form and deliver the remaining three copies to the warehouseman, who shall for- 
&vard the three copies to the collector with remittance for the tax due. The 
collector shall exemite his certificate of taxpayment on each copy of the form, 
retain one copy, and return the remaining two copies to the warehouseman, &vho 

&vill retain one copy and deliver the other copy to the storel-eeper-gauger. The 
storekeeper-gauger shall note the taxpayment on his retained &' opy and forward 
the other copy to the district supervisor. (Secs. 3037, 8176, I, R, C, ) 

3. The amendment of section 185. 917 is for the purpose of requiring 
the storekeeper-gauger to note the records covering the transfer of 
Packages in bond to show, for credit purposes, the quantitv of dis- 

tilled spirits allowed pursuant to a claim for remission of tax &vhere 

a loss has been sustained. The remaining amendments are designed 

to establish appropriate limitations and requirements for the with- 

dl'awal by proprietors of samples of distilled spirits stored in internal 

revenue bonded warehouses in packages and tanks for laboratory 
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analysis (inc u ing organo e l 
' (' l d ganoleptic examination), and. for other purposes 

in the cas~e of brandy gand fruit spirits as provided. by law. 

4. This Treasury Decision shall be effective on the thirty-first day 

follov;ing the date of its publication in the Federal Register. 

. Ti 
' T Decision is issued under the authority contained 

9 
in sections 8037, 8170, 8176, and 8958 (a), Internal Revenue Cocle ( 6 

U. S. C. 8087, 8170, 8176, and 8958 (a) ). 
GEO. J. SCHOENEMAN& 

Con&missioner of Internal Revenue. 

Approved tune 16, 1949. 
THOMAS J. LYNCH& 

Acting Secretary of the Treasury. 

(Published in the Federal Register tune 22, 1949) 

REGULATIQNs 10& SEcTIONs 185. 485, ETO. 1949-19-18184 
T. D. 5787 

TITLE 28 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 185. — 
WAREHOUSING OF& DISTILLED SPIRITS 

Amending Regulations 10 

TREASURY DEPARTMENT 

OFFICE OF COMMISSIONER OF INTERNAL REVENUE& 
Washington 86, D. C. 

To District Supervisors and Others Concernedr 

1. Sections 185. 485, 185. 486, 185. 487, 185. 441, 185. 448, and 185. 448 of 
Regulations 10 (P6 CFR, Part 185), approved May 20& 1940, relating 
to warehousing of distilled spirits, are hereby amended as follows: 

WITHDRAWAL OF BRANDY FOR FORTIFICATION OP WINE 

WITIIDRAWAL IN PACKAGES 

SEc. 185. 435&. APPLIcATION, FORM 257. — V& here it is desired to remove brandy 
in packages from an internal revenue bonded warehouse for the fortifieation of 
wine, application will be made by the winemaker on Form 257, "Application for 
the Remo&lal of Brandy for Fortification of Wine from Fruit Distilleries and In- 
ternal Revenue Bonded Avarehouses. " The winemaker shall state in the appli- 
cation the penal sum of the bond, Form 700 — A. The same application may not 
include brandy produced by different distillers, nor two or more lots to be removed 
from the same bonded warehouse at different times, except where the warehouse 
is contiguous to the winery as provided in section 184. 441. The application shall 
be filed in triplicate where the winery and the bonded warehouse are in the same 
supervisory district, and in quadruplicate where they are in different districts. 
Where the premises are located in the same supervisory district and the bond 
of the winemaker is given in the maximum penal sum of $50, 000, Form 2. &7 will 
be submitted to the storekeeper-gauger if one is located at the winery, or at a 
contiguous fruit distillery or internal revenue bonded warehouse, as the case 
may be. If no storekeeper-gauger is located at such premises, the app!ication 
vill be submitted, at the discretion of the district supervisor, to a designated 
storel-eeper-gauger in the vicinity of the bonded v;inery. The district supervisor 
will notify each storekeeper-gauger designated to approve Forms 257 and advise 
him that the winemaker's bond is gnen in the maximum penal sum of $50, 000. 
He will notifv each v. inernaker concerned where Forms 257 are to be submitted 
t&& a storekeeper-gauger. All other Forms 257, that is, (1) those covering intra- 
district removals where the bond of the winemaker is in the maximum penal sum 
but no storel-eeper-gauger has been designated to approve Forms 257, (2) those 
coverin intrad stri&t removals where the bond of the v. inemaker is not in the 
maximum p:nal sum, and (3) those covering interdistrict removals, will be 
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submitted direct to the supervisor. of the district in which the winery is located. 
(Secs. 3031 f a), 3033, 8176, I. R. C. ) 

SEc. 185. 436, AcT&oN oN APPzfcAT&oN, FoRM 257. — (a) By district supcrrisor. — 
If the application is in order, the quantity of bi'andy to be withdrawn is not in 
excess of the applicant's current needs or of the storage capacity of the fortifying 
room (see section 178. 421 of Regulations 7), and the bond of the winemaker is 
sufiicient to cover the brandy to be prociired, the district supervisor will (1) where 
the &varehonse is in the same district, execute his certificate on the form and send 
all three & opies to the proprietor of the internal revenue bonded warehouse; and 
(2) &vh&'re the warehouse is located in another supervisory district, execute his 
certificate on the for&» and send all four copies to the supervisor of such district, 
who will send all four copies to the proprietor of the internal revenue bonded 
warehouse from which the brandy is to be removed. If a storekeeper-gauger is 
not located at the internal revenue bonded warehouse, the supervisor of the 
district in which the warehouse is located vill designate a storekeeper-gauger to 
gauge the brandy. If the application is not in order, the supervisor of the 
district in which the bonded winery is located will return all copies to the wine- 
maker. 

(f&) By store@coper-gauger. — Upon receipt of Form 257 by the storekeeper- 
gauger, he will compare the penal sum of the bond as stated in the application 
with the statement furnished by the district supervisor pursuant to section 
185, 435. If the bond of the winemaker is given in the maximum penal suin of 
$50, 000, the application is in proper order, and the quantity of brandy to be 
withdrawn is not in excess of the applicant's current needs or of the stoiage 
capacity of the fortifying room (see section 178. 421 of Regulations 7), he will 
certify to the sufiiciency thereof on Form 257. IIe will send all copies of I'orm 
257 to the proprietor of the internal revenue bonded warehouse from which the 
brandy is to be removed. If the application is not in order he will return nll 
copies to the winemaker. (Secs. 3031(a), 3033, 3176, I. R. C. ) 

Si:c. 185. 437. GAUGE oE BRANov. — The proprietor, upon receipt of Form 257, 
will exe&ute his description of the brandy to be gauged on nll copies of the for&». 
He will refer them to the storekeeper-gauger assigned to the warehouse, or to 
the storel-eeper-gauger designated by the district supervisor pnrsuant to section 
185. 436(a), as the case may be, 1Vhere the certificat of s»fiiciency of the wine- 
maker's bond was executed by a storekeeper-gau er pursuant to section 185 436(l&) 
and no storekeeper-gauger is assigned to the warehouse, the proprietor will ie- 
quest thc district supervisor to design;ite one to gauge and release the brandy. If 
the brandy to be removed is contained in storage tanks, the &designated pack:iges 
will be filled, gauged, serially numbered, and marked and branded in accordance 
with the Gauging Manual and these regulntions. If the packages ivere pre- 
viously filled they will be regauged unless withdrawn on the original gauge, ns 

provided in the Ga»ging Manual, and marked as required. The storekeeper- 
gauger will prepare four copies of the report of gauge, Form 1520, where the 
brandy is to be removed at one time to the fortifying room of a contiguous winery, 
five copies in all other instances where brandy is to be removed to a winery 

located in the same supervisory district, nnd six copies wlicre the winery is lo- 

cated in nnothei district. The storekeeper-gauger will attncli one copy of Foi'm 

1520 to each copy of Form 2, &7 nnd will note on the extra copies of Form 1»'&0 &lie 

name, registe&ed number, n»d address of the &vinery to wliich the brandy is to 

be shipped. No greater qunntity of brandy may he gn»ged or withdra&vn than 

stated in the npplicntion. (Secs. 3081(a), 3033, 317&» I, R, C, ) 

SEc&. 185& 4-11. GAUoINO 01F&cER s CERTI1'IOATI'. ov kfoNTH&. v 1)KPos&Ts IN ( oN- 

T&GUous I+INKRTKs. If the warehonse and winery are located on contiguous 

premises nod bra»&ly is to be trnnsterred to tlie winery from lime to time dnri»g 

the month nnder the supervision of n storekc&'per- nuger, the ivinemakcr's applica- 

tion on I&'oi i» 25&7 may cover nll brandy to be trnnsferrcd to the &vinery dnriiig 

the month. If the storekeeper-gauger gauging the brnndv snperviscs its trnnsf&'r 

to and deposit in thc fortifying room, he will certify to &lie &ieposit on each copy 

of I orm 1520 as tlie brandy is deposited, ;ittach one copy th& reof to each copy of 

Form 257, forward one of the extra copies of Foi m 1520 to the district supervisor, 

and deliver one copy o e w' i . to the warehouseman. At the close of the month the store- 

keeper-gauger wi execu e 1 
. —. 'll e. ecute his certificate of ga»ge nnd removal and receipt t, hdn F ' 257, t ' c copy thereof with n copy of each Form lo20 n tnc e, nt 

the warcliouse ns a pcrmanen reco ent record, Tnd one copy, simihirly completed, nt the 

winery for the same purpose, n» rposc n»d fo"ivnrd the other copy to the district super- 

visor. (Secs. 3081(n), 3033, 3170, 3176, I. R. C. ) 



Itegs. 10, () 185. 435, etc. ] 226 

WITHBRA'9 AL BY PIPE LINE 

S . 185. 443. APPIICATIox FoPM 257. — Where it is desired to transfer brandy 

by pipe line froni storage tanks in an internal revenue bonded wareho e on t e us h 

dist!llery preniises to the fortifying rooms of wineries on contiguous premises, 
application will be made by the winemaker on Form 257, in triplicate, in the 
Rune manner as wlien brandy is to be transferred in packages, as prescribed in 
section 18 &. 435&. The district supervisor, or the storekeeper-gauger, as the case 
mav be, w! II execute his certificate on the form as prescribed in section 185. 430, the 
ivarehousernan &vill indicate the brandy to be gauged, as prescribed in section 
185. 437, and the storel&eeper-gauger desi nated to gauge the brandy will mal-e 

his rcport of gauge and exemite his certificates of gauge and removal and receipt 
an&1 cmnplete and dispose of Forms 2&&7 and Forms 1520, as hereinbefore pre- 
s&ri)&ed in the case of removal in packages. Notation of transfer by pipe line 
will be made by the storekeeper-gauger on each Form 15&20. (Secs. 2883, 3031(a), 
3170, I. R. C. ) 

WITHDRAWAL FOR RsnrovAL IN TANII CARS 

SEC. 185. 448. APPLIcATIoN, For&M 257. — Where it is desired to u ithdraiv bixandy 
from ivarehouse storage tanks for reuioval in railroad tank ears to the fortifying 
room of a &vine&'y, application u ill be made by tire winemaker on Icorm 257 in 
the s;iiue maiincr as when bran&ly is renioved in pacl-ages, as prescribed in section 
185. 435&. Thc district. supervisor, or the storel-eeper-gauger, as the case may be, 
ivill execute his certificate on the forui as prescribed by section 185. 430, the 
waichousemrm &vi!I imlicate the brandy to be gauged, as prescribed in section 
185. 437, and tl&e storekeeper-gauger designated to gauge 1 he brandy will make his 
rer&ort of g&ru'e and exe&ute his certifi&. ate of gauge and removal;ind dispose of 
I'or&us 2;&7 and Ioruis I»"r&, as hereinbefore prescribed in the case of removal 
in park»ges. The wineniriker will state on his application that the braudy is to 
be tra& Rporied by railroad tank car. (Secs, 3031(a), 3170, I. R. C. ) 

2. The prrrposes of the amendmcnts are as follov s: 
(1) To expedite the approval of Forms 257, "Application for the 

Removal of Brandy for Fortr'6cation ofWine from Fruit Distilleries 
and Intern, . ! Revenue Bonded warehouses&n by authorizing the store- 
keeper-gauger located at the bonc1ed winery, or at a contiguous fruit 
distiller~y o~r internal revenue bonded Ivarehouse& or located in the 
immediate vicinity of the bonded &vinery if designated by the district 
supervisor& to certify to the suKciency of the winemaker's bond to 
cover such removal, in lieu of the district supervisor, provided the 
wineinaker&s bond is given in the maximum penal sum and the winery 
and tire fruit distillery or internal revenue bonded warehouse as the 
case may be are located in the same supervisory district. 

(2) To eliminate unnecessary work on the part of the district super- 
visor by discontinuing the execution by him on Form 257 of an order 
to a storel. -eeper-gauger to gauge and release the brandy described in 
the application. The execution of the certificate of bond coverage is 
suAicient indication to the storekeeper-gauger at the fruit distillery 
or the internal revenue bonded warehouse that the brandy described 
in the application inay be gauged and released. If a storekeeper- 
gauger is not assigned to the fruit distillery or the internal revenue bonded I& arehouse& the district supervisor will designate a storekeeper- 
gnu&g& r to go to such premises to gauge and release the brand . 

, "-&. It is found that compliance with the notice and public rule- 
ma&king procedure of the Administrative Procedure Act (5 U. 8. C. 1001 et seq. ) is unnecessary in connection with the issuance of these regulations for the reason that the changes made are of a liberalizin&r 

4. 1'his Treasury Decision shall be eRective on the tliirty-erst day after the elate of its publication in the Federal Reregister. 
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5. (This Treasury Decision is issued under the authority contained 
jn sections 2888, 8081(a), 8088, 8170, and 8176 of the Internal Revenue 
Code (U. S. C. , title 26, sections 2888, 8081(a), 8083, 8170, and 8176). ) 

Gzo. J. SCHOENziiAN, 
C'ommiesioner of Interna/ Bet&enue. 

Approved Scute&nber 1, 1949. 
THOMAS J. IiYNCH, 

Actin&t Secretary of the Treasury. 
(Published in the E&'cderal Register September 8, 1949) 

REGULATICNS 10& SEOTICNS 185. 476 AND 
185. 477. 

1949 — 17-18155 
T. D. 5718 

TITLE 2&& — INTL'RNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 185. — 
WAREHOUSING OI' DISTILLED SPIRITS 

Amending Regulations 10 

TREASI&nv DEPARTS&':NT, 
OFFICE OF COMM &SSIONXR OF INTERNAL REVENUE 

T&f&ac@i)ngton 8o, D. O. 
To Di strict ~~upert&igore and Others Ooncerned: 

1. Sections 185. 476 and 185. 477 of Regulations 10 (26 CI"R, Part 
185) are amended to read as follows: 

Sac. 185. 470. T&ME oF MAIrIND ENTEIEs. — Daily entries shall be made on 
liecor&l 52 and ivor»&s 52C and 52E, as indicated by the headings of the various 
columns and in accordance with instructions printed on the forms before the 
close oi the business day next succeediug the day on which the transactious occur. 
Where the proprietor of a tax-paid premises defers the making of entries to the 
next business day, as authorized herein, he shall maint'&in a separate record, 
such as invoices, of the removals of distilled spirits showing the removal data 
required to be entered on Record 52 or Eorm 52E, and appropriate memoranda 
of other transactions reqnired to be entered on such records for the purpose of 
correctly makin the entries. Where the making of the entries on For&n 52C is 
deferre&1 to the next business day, as authorized herein, the proprietor of the 
internal revenue bonded warehouse shall mainta. in appropriate memoranda for ' 

the purpose of mal&i»g the entries correctly. (Secs. 2857, 2859, 8170, E. R. C. ) 
SFc. 185&. 477. SEPARATE RE&'OR» OF SERIAL i?UM»xas oF CAsxs. — Serial numbers 

of cases of distilled spirits disposed of need not be entered on Eiecord &&2 or 
I&'orm 5»' ll, provided the proprietor 1-ceps in his place of business a separate 
reco&'&l, approved by the district supervisor, showing. such serial »u&»bors, with 
necessary identifying data, including the date of removal and the name and 
address of the consignee. Such separate record may be kept in hook form 
(including loose-leaf books) or may consist of &. omrncrcial papers, such as 
invoices or bilLs. Such books, invoices, and bills shall be preserved for a period 
of 4 years and i» such a manner that the required information may be ascer- 
taine&l readily therefrom, and du& ing such period, shall be av;&ilable during 
busim ss hours for inspeci, ion and the t;&king of abstracts therefrom by internal 
revenue o(ticers. Entries shall be made on such separate approved re& ord bei'ore 

the close of the business day next succeeding the day on which the t&. ansactions 
occur. Where the making of the eni. ries is deferred to the next business day, as 
authorized herein, al&EIropriate memoranda shall be &naintaine&l for the purpose 
of making the entries correctly. The proprietor, svhose separate record has been 
app&'ove&1 by the district snpervisor, shall n&al &' a»otatio» in th& coin&»n for 
reporling serial numbers, as follows; "Serial num)&ers shov;n on co&nn&ercial 

records pcr authority, dated . " (Secs. '&8:&7, 817&L 1. R. C. ) 

2. These amend»&ents are inte»ded for the pn&p, &ac of «llosvi»g 

additio»al time fo& ma1-i»g req«ired e»tries i» R&cord, &". a»cl in 

Forms:&"C a»d 52K. 



228 
Regs. 10, )f 185. 493, etc. ] 

8. It is found that compliance with the notice and public rule-mak- 

in rocedure of the A. dministrative Procedure A. ct (5 U. S. C. 1001 

et se . ) is unnecessary in connec . ion onnection with the issuance of. these regula- 

tions for t e reason a h th t the changes made are of a liberalizing 

. Th' T D cision shall be effective on the thirty-first day 

after the dai. e of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained in 

sections 2857, 2859, and 8176, I. R. C. (26 U. S. C. 2857, 2859, 3176). 
GEo. J. SCHoENERIAN, 

Commissioner of Internal Eevenve. 

Approved August 2, 1949. 
THoMAs J. LYNCII, 

Acting Secretary of the Treasvry. 

(Published in the Federal Register August 9, 1949) 

REGULATICNs 10' SEcTICNs 185 498~ ETc 1949-17 — 13156 
T. D. 5729 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 185. — 
WAREHOUSING OF DISTILLED SPIRITS 

Amending Regulations 10 

TREASURY DEPARTMKNT1 

OFFICE OF COMMISSIONER OF INTERNAL REVENUE) 
Washington 88, D. C. 

To District Supervisors and Others Concerned: 
1. Sections 185. 493, 185. 494, 185. 495, and 185. 496 of. Regulations 10, 

approved ikfay 20, 1940 (26 CFR, Part 185), are hereby amended. 
2. The purpose of these amendments is to revise the procedure for 

the recording of Government property and the disposition of cap 
seals used and removed at internal revenue bonded warehouses. 

8. It is found that compliance with the notice, public rule-making 
procedure, and effective date requirements of the Administrative Pro- 
cedure Act (Public& No. 404, Seventy-ninth Congress) is unnecessary 
in connection with the issuance of these regulations for the reason 
that the changes made are of an administrative nature only. 

SEC. 185. 493. REMovAL oF CAP SEAEs. — Except as provided in section 185. 492, 
cap seals which have been affixed will be removed only by a storekeeper-gauger 
or some other officer designated for the purpose by the district supervisor. The 
officer will destroy all removed cap seals in a manner sufficient to prevent their 
reuse, (Sec. 3176, I. R. C. ) 

SEc. 185. 494. SToREKEEPER-GAUGER s REcoRD CF CAP AND LocK. SEAzs. — A 1'ecol'd 
of cap seals received, used, and removed, and of lock seals received and used 
at each internal revenue bonded warehouse will be kept by storekeeper-gaugers 
on Form 289, "Government Officer's Record and Report of Government Property, " 
in accordance with the titles of the columns and lines and the instructions on 
the form. Form 289 will be kept in the Government cabinet when not in use. 
(Sec. 3176, I. R. C. ) 

SEc. 185. 495. STGREKEEPER-GAUGER s REPCRT CF GCVERNMENT PRCPERTT. — On « 
before the fifth day of the month succeeding that for which the transactions are 
reported, the storekeeper-gauger will prepare a monthly report on Form 289 
of all Government property at the warehouse. Form 289 will be prepared in 
duplicate, in accordance with the titles of the columns and lines and the inst1uc- 
tions on the form. He will forward the original to the district supervisor and 
retain the copy for his files. (Sec. 3176, I. R. C. ) 
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1SSIOner Of Interne 
Approved August 4, 1949. 

THOMAS J. LYNCH, 
Acting 8ecretary of the Trea. sury. 

(Published in the Federal Register August 10, 1949) 

SEc. 1 85. 496. DISTRIcT SUPERYIsoa s REPCRT CF LocKs AN GA I s AND AUGING INSTBU- MENTs. — District supervisors will be held accountable for the Government and seals, includin ca seals g p, , supplied upon their respective requisitions, and for those received from their predecessors in office. Outgoin d' t ' t will take recei t . r ip s from their successors in office for the Government locks then 
u going is rict supervisors 

in use and on hand, and for seals on hand in the d'st ' t. D' t t ill k wi eep an account of locks and gauging instruments, and will make return thereof. semiannually to the Commissioner on I'orm 152, "Return of Locks and Gauging Instruments. " (Sec. 8176, I. R. C. ) 
4, This Treasury Decision shall be effective on (. he thirty-first day after the date of its publication in the I&'ederal Register. 
5. This Treasury Decision is issued under the authority contained 

in section 8176, Internal Revenue Code (U. S. C. , title 26, section 8176) . 
GEO. J. SCHoENEMAN, 

Comnn 
' ' . l Bet enue. 

REGUI, ATIoNs 11, SrcTIoNs 189. 22, ETO. 1949 — 26-16200 
T. D. 5761 

TITLE 28 — INTERNAL REVENUE. — CHAPTEII I, SUBCHAPTER C, PART 189. — 
BOTTLING OI' TAX-PAID DISTILLED SPIRITS 

Amending Regulations 11 

TREASURY DEPARTMENT& 
OFI'ICE OF COMMISSIONER OF INTERNAL REVENUE 

TVas1ungton Po, D. C. 
To District 8npereisors ancl Others Concerned; 

1. Sections 189. 22, 189. 72, 189. 7', 189. 74, 189. 75, and 189. 90 of Regu- 
lations 11 (26 CER, Part 189), relating to the bottling of tax-pgaid 
distilled spirits, are alnended to read as follows: 

SEO. 189. 22, PIPE LINEs. — Pipe lines used for the conveyance of tax-paid spirits 
from bottling tanks in a contiguous rectifying plant to bottling tanks in the 
tax-paid bottling house must be constructed, secured, painted, and marked in 
accordance with the &requirements of Regulat. iona 15 (26 CFR, I'art 190). Pipe 
lines used for the conveyance of tax-paid distilled spirits from the cistern room 
of a distillery to the bottling tanks or storage tanks in the tax-paid bottling house 
must be constructed, secured, painted, and marked in accordance with the re- 
quirements of Regulations 4 (26 CI&'R, Part 189). Pipe lines used for the convey- 
ance of distilled water to contiguous establishments operated under the internal 
revenue laws and regulations must be independent ones, &vithout any connection 
with any other pipe, tank, vessel, or utensil on the tax-paid bottling honse 
premis&s, except the distilled water storage tank: Provided, That, svhere dis- 
tilled &v;&Ier is to be so conveyed from two or more distilled water storage tanks, 
the pipe linc may be connected with such tanks by permanent n&anifold connec- 
tions. Such pipe lines must be constructed of metal, and exposed to vie&v 

throughout their entire lengths. The metal pipe lines in the tax-paid bottlin 
house used for conveying the following substances shall be kept painted in the 
colors indicated: 

P&lack Spirits. 
Xvhite Vvn ter. 

Ainu&inurn 

Steam. 
Orange 
Purple 
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These colors are intended for such pipe lines only, and are prescribed for the ' 
purpose of distinguishing such pipe lines from each other, and from all other 
pipe lines on the premises which are painted, but for which colors are not pre- 
scribecL The painting in one of the prescribed colors, or a color similar thereto, 
of a pipe line for which a color is not prescribed, is prohibited. Pipe lines for 
which colors are not prescribed may be painted in sections of contrasting colors. . 
(Secs. 2329, 2871, 8176, I. R. C. ) 

Szo. 189. 72. SPIRITs Rzczivzn BY PIPz LIIvz. — Where a rectifying plallt alld a 
tax-paid bottling house are operated on 'contiguous premises, the disi. rict super- 
visor may, in his discretion, authorize the transfer of spirits, on which the recti- 
fication tax (if any is due) has been paid, from the bottliug tanks in the reciii'ying 
plant to the bottling tanks in the tax-paid bottling house by pipe line, constructed 
in accordance with the provisions of Regulations 15 (26 CFR, Part 190) aiid 
section 189. 22 of these regulations. (Secs. 2303, 2871, 8176, I. R. C. ) 

SEc. 189. 73. ExTRA FoRM 287 oR FQRM 230. — When rectified spirits are author- 
ized to be transferred by pipe line from a rectifying plant to a tax-paid bottling 
house on contiguous premises, an extra copy of Form 287 will be prepared by 
the rectifier and the same will be fully executed in the same Inanner as the orig- 
inal Form 237, including the storekeeper-gauger's certificate of tax-payment, if 
the spirits are subject to the rectification tax; or the storekeeper-gauger's cer- 
tificate of exemption from the rectification tax, if the spirits are not subject to 
such tax. When spirits other than rectified spirits are to be so transferred, an 
extra copy of Form 280 will be fully executed in the same manner as the original 
Form 280. (Secs. 2808, 2871, 8176, I. R. C. ) 

Szc. 189. 74. CoMPLETIQE AND DISPQSITIoz oz FQRM. 287 OB FoRM 280. — Upon 
completion of the transfer of spirits to the tax-paid bottling house, there shall be 
entered under the certificate of cases filled on all copies of' Form 287 or Form 280 
a statement that the spirits described on the reverse side of the form have been 
transferred bv pipe line to bottling tank Fo. in the contiguous tax-paid 
bottling house operated by, together with the date of transfer. 
When Form 280 authorizing the bottling of such spirits has been approved, as 
hereinafter provided, the serial number of such Form 230 will be noted on all 
copies of Form 237 or Form 280, as the case may be. The extra copy of Form 287 
or Form 280 will be securely attached by means of a staple, eyelet, or similar 
device to the original Form 280 as evidence that the proper tax on the spirits 
described therein has been paid. (Secs. 2308, 2871, 8176, I. R. C. ) 

SEO. 189. 75. A'PPRovAL BY STQREKEEPER-GAUGER. — The proprietor will submit 
both copies of Form 2'30 for the approval of the storckecp r-gauger assigned to 
supervise operations at the tax-paid bottling house. The storekeeper-gauger 
will examine the packages described in the application and the scalp d portions 
of tax-paid stamps, or the aiMavit or statement in lieu thereof, or Form 287 or 
Form 230, as the case may be (as provided in section 189. 74), attached to the 
original copy of Form 280, and if he finds that the spirits to be bottled are as 
described and have been lawfully tax-paid, and the forms are properly prepared, 
he will execute his certificate and the authorization for bottling, and return both 
copies to the proprietor. (Secs. 2803, 2871, 8176, I. R. C. ) Szc. 189. 90. DrsPosITIoN OF FoRM 280. — Immediately after the completion of 
the bottling and the proper coinpletion of Form 280, the prOprietor will forward 
the original copy of the form, with the cut-out portions of the tax-paid stamps, 
or the affidavit or statements required in lieu thereof, to the district supervisor, 
and will file the remaining copy as a permanent record at the plant, available 
for inspection by Government oificers. Where Form 287 or Form 230 is attached 
to one copy of Form 280 as evideuce that the proper tax on the spirits transferred 
from a rectifying plant has been paid, as provided in section 189. 74, such copy of Form 280 with Form 237 or Form 230 attached will be forwarded to the district 
supervisor. (Secs. 2803, 2871, 8176, I. R. C. ) 

9. The purpose of these amendments is to authorize the transfer of 
unrectified spirits by pipe line from a rectifying plant to a contiguous 
tax-paid bottling house for bottling, in the same manner as rectified 
spirits are permitted to be transferred for bottling. 

, '3. It is deternlined that compliance with the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. C. 1001 et et seq. ) is unnecessary in connection with the issuance of these 
regulations for the reason that the changes made are of a liberalizing character. 
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4. This Treasury Decision shall be effective immediately upon the 
date of itsyublication in the Federal Register. 

5. This 'I'reasury Decision is issued under the authority contained 
jn sections 2803, 2829, 2871, and 8176, Internal Revenue Code (U. S. C. , title 26, sections 2803, 2829, 2871, and 8176) . 

GEO. J. SCHOENEMAN) 
Commissioner of Interna/ Eevenue. 

Approved November 23, 1949. 
JOIIN S. GRAHAM) 

Acting Secretary of the Treasury. 
(Published in the Federal Register December 1, 1949) 

REGUI ATIGNs 11) SEOTIGNs 189. 133 AND 189. 134. 1949-17-13157 
T. D. 5719 

TITLE 2G — INTIGRNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 189. — 
BOTTLING OF TAX-PAID DISTILLED SPIRITS 

Amending Regulations 11 

TREASURV DEPARTMFNT) 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 

Washington M) D. C. 
To District Supervisors anct Others t'oncerned: 

1. Sections 189. 133 and 189. 134 of Regulations 11 (26 CFR, Part 
189) ) approved May 20, 1940, are amended. to read as follows: 

Src, 189, 138. TIME OF MARINo LVNrarxs, — Daily entries shall be made on 
I'orm &&21);&n&l Record 52 as indicated by the headings of the various columns 
and in secor&lance with the instructions printed thereon, before the close of the 
business day next succeeding the day on which the transactions occur. 1Vhere 
the proprietor of a tax-paid bottling house defers the making of the entries to 
the next business day, as authorized herein, he shall keep a separate record, such 
as invoices, of the ren)ovals of clistilled spirits, showing the removal data re- 
quired to be entered on Form 52D and Record 52, and appropriate memoranda 
oi other transactions required to be cute& ed in such records, for the purpose of 
making the entries correctly. (Secs, 2871, 8176, 4041, I, R C. ) 

SFc. 189. 184. SLTAEATE REcoun oF SERIAL NvMn)u&s oF CASEs. — Serial numbers 
of cases of distilled spirits disposed of by the proprietor of a tax-paid bottling 
house need not be entered on I&'orm 52D and Record 52, provi&led the proprietor 
keeps in his place of business a separate re&ord, approved by the district super- 
visor, showing such serial numbers with necessary identifyin clata, including the 
date of removal and the name and address of the consignee. Such separate 
record n)ay be kept in book form (including loose-leaf boolrs) or may cousist 
of con&u)er&ial papers, such as invoices or bills. Such books, invoices, and bills 
shall be preserved for a period of 4 years and in such a manner that the required 
inforn&ation may be ascertained readily therefrom, and during such period shall 
be available during business hours for inspection and the taking of abstr;&cts 
therefrom by revenue office. Entries shall be made on such separate approved 
record before the close of the business day next succeeding the day on which the 
trans;&ctions o& cur. 1Vhere the making of the entries is deferred to the next 
business dal, as author&zed herein, appropriate memoranda shall be ruaintained 
for the purpose of making the entries correctly. The proprietor whose separate 
record has been approved by the district supervisor shall mal-e a notation in the 
column on Form 52D and Record 52 for reporting serial numbers as follows: 
"Serial numbe& s shown on commercial records per authority dated 

(Secs. 2857, 2871, 8176, 4041, I, R. C. ) 

2. These amendments are intended for the purpose, of allowin&) addi- 
tional time for making required entries in Forni 52D and Recorcl 52. 
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3. It is found that compliance with the notice and public rule- 

k o ~ dure of the Administrative Procedure Act (5 U. S. C. 
ma ing proce ure o ' suance of these 
1001 et seq. ) is unnecessary in connection with the issua e o 

regulations for the reason that the changes nTade are of a liberalizing 

character. 
4. This Treasury Decision shall be efFective on the thirty-first day 

after the date of its publication in the Federal Register. 

5. This Treasury Decision is issu d under the authority contained 

in sections 2857, 2871, 3176, 4041, Internal Revenue Code (U. S. ('. , 
title 26, sections 2857. 2871, 3176, 4041) . 

GFO. J. SCFIOENEMAN& 

Coinissianer o j Interna/ Revenue. 

Approved August 2, 1949. 
THOMAs J. I YNC14, 

Acting 8ecretany ot' the Treasury. 

(Published in the Federal Register August 9, 1949) 

REGULATIONS 11, SECTIONS 189. 138a AND 189. 130a. 1949-17-13158 
T. D. 5730 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART lsa— 
BOTTLING OI' TAX-PAID DISTILLED SPIRITS 

Amending Regulations 11 

TREASURY DKPARTMKNTI 
OI'I ICK OF COMMISSIONER OI' INTERNAL RKVKNUEI 

Washington 86, D. C. 

To District S'upervisors and Others Concerned: 
1. Sections 189. 138a and 189. 130a are hereby added to Regulations 

11, approved May 20, 1940 (26 CFR, Part 189). The title of Article 
XX~ "VI of such reg~ulations is changed to "Storekeeper-Gauger's 
Records and Reports, " and the title of Article XXVII is changed to 
"District Supervisor's Reports. " 

2. The purpose of these amendments is to provide a record f' or the 
recording of' Government, property used at tax-paid bottling plants. 

3. It is found that compliance with the notice, public rule-making 
procedure, and efFective date requirements of the Administrative Pro- 
cedure Act (Public, No. 404, Seventy-ninth Congress) is unnecessary 
in connection with the issuance of these regulations for the reason 
that the changes made are of an administrative nature only. 

SEc. 189. 188a. SToREEEEPER-GAUGER s REPoRT oF GovERNMENT PRoPERTY. — A 
record of loci-s and lock seals received and used at each tax-paid bottling plant 
will be kept by storekeeper-gaugers on II'orm 289, "Government Oillcer's Record 
and lteport of Government property, " in accordance with the titles of the columns 
and lines and the instructions on the form. In any case where cap seals are used, 
they Ivill also be reported on Form 289. The storekeeper-gauger will destroy all 
reIuoved cap seals in a manner sufiicient to prevent their. reuse. Form 289 will 
be kept in the Government cabinet when not in use. On or before the fifth day 
of the month succeeding that for which the transactions are reported, the store- 
keeper-gauger &vill prepare his monthly report, on Form 289, of all Government 
property at the tas-paid bottling house. Form 289 will be prepared in duplicate, 
in accordance with the titles of the columns and lines and the instructions on the 
forIn. The ofiicer will forward the original to the district supervisor and retain 
one copy for his files. (Secs. 8170 and 4041(a), I. It. C. ) 
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Szc. 189. 189a. DrsrrrcT SUPzavIsoas REPORT OF LocKs AND GAUGINQ IN6TRU- 
+zNTs, FoaM )52. — District supervisors will be held accountable for the Govern- 
ment locks and seals, including cap seals, supplied upon their respective 
requisitions, and for those received fronI their predecessors in oiffce. Outgoing 
district supervisors will take receipts from their successors in office for the 
Government locks then in use and on hand, and for seals on hand, in the 
district. District supervisors will keep an account of locks ancl gauging instru- 
ments, and will make return thereof semiannually to the Commissioner on Form 
152, "Return of Locks and Gauging Instruments. " (Secs. 3176 and 4041(a), 
I. It. C. ) 

4. This Treasury Decision shall be eRective on the thirty-first day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 8176 and 4041(a), Internal Revenue Code (26 U. S. C. 8176 
and 4041(a) ) . 

Gzo. J. SCHozNEMAN, 
Comnni ssi oner o f Interna/ revenue. 

Approved August. 4, 1949. 
TEIOMAS J. LYNCH& 

Acting Secretargof the Treasury. 

(Published in the Federal Register August 10, 1949) 

REGULATIONS 15' SECTIONS 190. 12, ETC. 1949-26-18261 
T. D. 5762 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 190. — 
RECTIFICATION OF SPIRITS AND WINES 

Amending Regulations 15 

TREASURY DEPARTMENT) 
OI'I'ICE OF COMMISSIONER OF INTERNAL REVENI, E, 

Washington Per, D. C. 

To District Supervisors and Others Concerned: 

1. Sections 190, 12, 190. 88, 190. 42, 190. 45 ( b ), 190. 100, 190. 882, 
190. 888, 190. 885, 190. 886, 190. 840, 190. 844, and 190. 857 of Regulations 
15 (26 CFR, Part 190), relating to the rectification of spirits and ~ines, 
and the title of Article XXXII of such regulations are amended, and 

section 190. 849a is added to read as follows: 

Src. 190. 12, RES TRIOTIONS. — Rectifving plants for the rectiffcation of dis- 

tilled spirits or wine may not be located on board of any vessel or boat, or 

within 600 feet in a direct line of a vinegar factory usin the vaporizing process, 

or, except as provided by the regulations in this part, within 600 feet iu a. direct 

line of a distillery or volatile fruit-favor concentrate plant. The provisions of 

sections 190. 18, 190. 14, 190. 17, 190. 49, 190. 96, and 100. 119, relating to the carry- 

ing on of the business of rectifying spirits or wine at a distance of less than 600 

feet in a direct line from a distillery, shall apply equally to the carrying on of 

b 
' t d' t nce of less than 600 feet in a direct line from a volatile 

19 2882 2834 8170, 3176, 
fruit-fiavor concentrate plant. (Secs. 2801(e) (1), 28 

8182, I. R. C. ) 
Src. 190. 38. STORAOE TANI-s. — If spirits are received in tanlr cars, or by pipe 

line from the cistern room of a contiguous distillery or dis ery in i 

vicinity of the rectifying plant, or by pipe line from a contiguous bonded ware- 

bonded warehouse in the immediate vicinity of the rectifying plant, 

suitable storage tan)Is must be provided in the rec i ' 
g 

store such spirits, except that such storage tanks will not be required in the 

868972' — 60 — 16 
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d in tank cars which are transferred directly to processing 
190 170( ) E h to t 

d b f niform climensions from top to bottom lin tanks in accordance with section 

shall be const u r cted of metal and be o uni orm 
' h 't ble measuring device, or mounted 

'll b ectly indicated The e sh ll llbee ui ed wit a suia 
on scales, whereby the actual contents wi e corr 

T nk" followed by its serial number 

in allons. A suitable board shall be provided on each storage on each tank the words, "Storage an, o 

"o0 d 1440 as hereinafte provid d 

f th tanks must be provided with facilities for for the attachment of Forms 152 an 

RIanheads, inlets, and outlets o e n s m 

t 1 rks. Stopcocks must be provided and so arranged as 
t d tof th t k Th 

m letel the flow of spirits, both in o an ou 
h that the can be secured with Government 

construction of the valves must be suc & a ey . 

ks. The i e connections con aining ta'ning such stopcocks or valves must be brazed, 

welded, or otherwise secure, o e an i d t th t nks in such a manner that they cannot be 
k ma 

detached or altered without showing evidence of tampering, Storage tan s may 

ted 'th pipe lines for the conveyance thereto of air and 

distilled water, but the distilled water pipe line must be affixed to the top of the 

tank. Such pipe lines must be equipped with a control valve which may be locked 

with a Governmen oc . ip t 1 k. Pipe lines used for the conveyance of air must also be 

equipped with a check valve located near the point of entry to the tauk in order 

to effectively prevent any abstraction of spirits from the tank. Other pipe lines, 

except those used for the conveyance of spirits, may not be permanently con- 

nected with such tanks. (Secs. 2801(e) (1), 2829, 8176, I. R. C. ) 
SEc. 190. 42, Srrnns. — All stills in the rectifying plant shall be located in the 

rectifying room and shall be of substantial construction and must have a clear 

space of not less than 1 foot around them. Every still must have plainly and 

legibly painted thereon words indicating its use, or uses, as "Gin Still, " "Cordial 

Still, " "Water Still, " etc. , followed by its serial number and capacity in wine 

gallons. All stills, except cordial stills of not more than 2:&0-wine-gallon capacity 

and water stills, shall be connected with the receiving tanks by continuous perma- 

nent pipe lines: Yrovided, That, where such receiving tank is mounted on scales, 
the pipe line may be connected with the tanl- by means of iiexible connections 
with the ends permanently attached and secured by means of Government cap 
seals, or by brazing or welding, to the inlet of the tank and to the pipe line. If 
the gin still is equipped with a pipe line to bypass the berry basket, such pipe 
line must be equipped with a valve for locking with a Government lock. (Secs. 
2801(e) (1), 8176, I. R. C. ) 

Ssc. 190, 45. Prrs LINEs. — (a) Connecting bottling tanlts and, bottling &na- 

chine. —" 
(b) To contiguous tar-I&aid bottling house or rectifying plant. — Pipe lines used 

for the conveyance of spirits to a contiguous tax-paid bottling house or rectifying 
plant for bottling, as provided in sections 190. 882 — 190. 886, shall be of a fixed and 
permanent character, constructed of ruetal and so arranged as to be exposed to 
view throughout their entire lengths, and all connections, valves, fianges, unions, 
etc. , shall be brazed, welded, or otherwise secured. A separate and permanent 
pipe line must be installed to connect the bottling tank in the rectifying plant 
with the bottling tank in the contiguous tax-paid bottlin„house or rectifying 
plant, from and to which spirits are to be transferred, and each such pipe line 
must be equipped with a valve, in the transferring rectifying plant, capable of 
being loci-ed with a Governn&ent lock: Provided, That, where spirits are to be 
conrcred from two or more bottling tanks in the rectifying plant or to two or 
more bottling tanks in the contiguous tax-paid bottling house or rectifying plant, 
the pipe line may be connected vrith the bottling tanks by &nanifold connec- 
tions so arranged as to control the flow of spirits from or into each tank. There 
shall be painted on each pipe line extending from the manifold to the bottling 
tanl-s a number corresponding with the serial number of the bottling tank with 
which the pipe line is connected, unless the arrangement of the pipe line is such 
that the identity of the tank with which it is connected is apparent. Where the 
bottling tank is mounted on scales, the pipe line may be connected therewith by 
means of short, detachable hose connections if the end of the pipe line is 
equipped with a valve which may be locked with a Government lock. 

Ssc. 190. 100. PrpE LESEs ro CoNrmvovs Tax-Pxm Borrrr&vo HovsE os 
RE& rrxrvvo Pnxxr. — The plans shall show pipe lines used to transfer spirits 
to a contiguous tax-paid bottling house or rectifying plant for bottling, the 
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relative location of the rectifying plant and the contiguous tax-paid bottlin 
house or rectifying plant, and the bottling tanks to which such pipe lines are 
connected. (Secs. 2801(e) (1), 3176, I. R. C. ) 

ARTzczE XXXII. — TahNSFER oF Sz'IRzrs Rx PzPE LzivE FROII REOTIFTING Pzhxi' To 
CONTIGUous Thx-Phio BOTTLING HoUSE oa REcTIFvzxe PzhNT Foa Boxxzixe 

SEO, 190. 382. DzsTRIcT SIIPERVIsoR Mhx AUTIIGKIzE. — The district supervisor 
slay, in his discretion, authorize the installation of a pipe line for the transfer 
of spirits from the bottling tanks iii the rectifying plant to bottling tanks in a 
contiguous tax-paid bottling house or rectifying plant for bottling. (Secs. 
2801 (e) (1), 31'76, I. R. C. ) 

SEc. 190. 338. AppzzchTzoN. — A rectifier who desires to transfer spirits by pipe 
line to a contiguous tax-paid bottling house or rectifying plant for bottling, must 
file application, in triplicate, with the district supervisor, showing the relative 
position of the plants and the ownership thereof, and giving a description of the 
proposed pipe line and the reasons why it is desired to transfer spirits to the 
contiguous tax-paid bottling house or rectifying plant for bottling. (Secs, 
2801(e) (1), 3176, I. R. C. ) 

SEc. 190. 335. REQUEsT FoR TKhNRFER CF SPIRITs. — Where the transfer of 
spirits by pipe line from bottling tanks in the rectifying plant to bottling tanks 
ln the contiguous tax-paid bottling house or rectifying plant is authorized, the 
rectifier will, whenever he desires to so transfer spirits, submit Form 237 or 
Form 280 to the Government oflicer and request him to unlock the valve in the 
pipe line and to supervise the transfer of the spirits. %here the spirits to be 
transferred are subject to tax, the officer will not permit the transfer thereof to 
the bottling tanks in the contiguous tax-paid bottling house or rectifying plant 
unless all tax due has been paid. (Secs. 2801(e) (1), 3176, I. R. C. ) 

SEc. 190. 336. TRhNSFER oF SPIRITs. — When spirits are to be so transferred, the 
Government offlcer will see whether the contents of the bottling tanl- agree with 
the Form 237 or Form 230, and if found in agreement, and if all tares due on 
the spirits have been paid, be will unlock the valve or valves in the pipe line 
controlling the flow of spirits to the bottling tanks in the contiguous t;ix-paid 
bottling house or rectifying plant and permit the ret iifier to transfer the spirits 
under his supervision. Immediately the spirits have been traiisferred, the pro- 
prietor will close the pipe line valve or valves aud the Governiuent officer will 
apply the Government locks thereto. Forni 237, prepared as required by ap- 
plicable regulations in this part, will be completed and disposed of as provided in 
sections 190. 298 and 190. 307. Form 230, likewise prepared, will be completed 
and disposed of as provided in section 190. 349a. (Secs. 2801(e) (1), 3176, I. R. C. ) 

ARTIcLE XXXIV. — BQTTLING CF UNREcTIFIED SPIRITs hND Wisi'. s 

SEO. 190. 340, APPLIcATIDN, FGRII 230. — Proprietors of rectifying plants desiring 
to bottle tax-paid distill'ed spirits or wines without, rectification will execute 
application on Form 230, in duplicate, or in triplicate if the spirits are to be 
transferred for bottling, giving all of the data called for by the form, as indicated 
by the headings of the columns and lines and the instructions printed thereon, 
Each Form 230 will be given a serial number beginnin with 1 for the 1st ilay 
of January of each year and running consecutively thereafter to De& ember 31, 
(8ecs, 2801(e) (1), (2), 8176, I. R. C. ) 

SEc. 190. 344. APPRGVAL Rv OFFIcER. — All copies of Form 280 will be submitted io 
the Goverument officer assigned to the plant for approval, ivith a request to unlock 
and lock the stopcocks on the bottling tank. The Government offi& er will examine 
the containers described on the forin and the cut-out portions of the tax-paid 
stamps, or the afmavit or statement in lieu thereof, attached to one copy of the 
form, or, in the case of spirits transferred for bol tliug from a contiguous rectify- 
ing plant, the extra copy of Form 230, or Form 237, as the case may be, aud if 
he finds that the spirits to be bottled have been lawfully tax-paid, and the forms 
are properly prepared, he will execute his certificate and the authorization for 
bottling and return all copies to the rectifier. (Secs. 2801(e) (1), 3176, I. R. C. ) 

SEc. 190, 349a. DzsroszTIoN oi Fosu "30 — Tnhwsi FR. — Upon completion of irans- 
fcr of the spirits to ilie tax-Iiaid botiliii„ liouse or ri ctifying plant, th, re . h;ill lie 

entered ou all copies of Forui 230 a stateiuent that th: spirits ilcscribe&1 on 
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such form have been transferred by pipe line to "Bottling Tank No. 

1n the contiguous tax-Paid bottling house or rectifying Plant oPerated by 

, together with the date of such transfer and the serial 
number of the Form 280 to which the extra copy of Form 280 is to be attached 
in the bottling house. After execution of such statement, the rectifier will sub 

mit the form to the Government officer, who will, after proper verification, sign 

and date the verification in the space provided therefor. The rectifier will 

retain his bottling tank copy of the form at the rectifying plant, available for 
inspection by Government officers, and will immediately forward the original 

copy of Form 280, with the cut-out portions of the tax-paid stamps, or the state- 
ments, or aflidavit and statement required in lieu thereof, to the district super- 
visor who will determine that such stamps, etc. , are attached to the form. (Secs 
2801(e) (1), 3176, I. R. C. ) 

SEc. 190. 857. DrsPOSITION OF FOB& 280 — Borer. rr u. — Immediately after the 
completion of the bottling and the proper completion of Form 280, the rectifier 
will forward the original copy of the form, with the cut-out portions of the tax- 
paid stamps, or the statements, or affidavit and statement, required in lieu thereof, 
to the district supervisor, and will file the remaining copy as a permanent record 
at the plant available for inspection by Governnrent officers. Upon receipt of 
Form 280, the district supervisor will see that the requisite scalped stamps, or 
statements, or aKdavit and statement, in lieu thereof, are attached to the form. 
Where the spirits were transferred to the rectifying plant for bottling from a 
contiguous rectifying plant, the extra copy of Form 280 or Form 287, attached to 
the bottling Form 280 as evidence of the tax-paid status of the spirits, as provided 
by sections 190. 298, 190. 807, and 190. 849a, will be forwarded to the district 
supervisor with the bottling I&orm 280. (Secs. 2801(e) (1), 8176, I. R. G. ) 

2. The principal purpose of these alnendments is to authorize the 
transfer of unrectified spirits by pipe line from a rectifying plant to a 
contiguous tax-paid bottling plant or rectifying pla&nt for bottling, in 
the same manner as rectified spirits are permitted. to be transferred 
for bottling. The purpose of the amendment of section 190. 12 is to 
make provision whereby a rectifying plant may be located less than 
600 feet from a volatile fruit-flavor concentrate plant, in the same man- 
ner as from a distillery, pursuant to the provisions of section 3182, 
I. R. C. The purpose of the amendments of sections 190. 33 and 190. 42 
is to clarify the sections by removing the limitations as to air and 
distilled water lines being permanently connected to storage tanks and 
as to capacity with respect to water stills. 

3. It is found that compliance with the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. C. 
1001 et seq. ) is unnecessary in connection with the issuance of these 
regulations for the reason that the changes made are of a liberalizing 
and c]arifying character. 

4. This Treasury Decision shall be effective immediately upon the 
date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 2801(e) (1), (2), 2819, 2829, 2832, 2834, 3170, 3176, and 
3182, I. R. C. (U. S. C. , title 26, sections 2801(e) (1), (2), 2819, 2829, 
2832, 2834, 3170, 3176, and 3182). 

GEo. J. ScnoENEMAN, 
Commissioner oj Inter)M, / Revenue. 

Approved iVovember 23, 1949. 
JoHN S. GRAH&M, 

Acting gecretary of the Tremnry. 
(Pubushed in the I&'ederal Register December 1, 1949) 
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REcrUIiATIoNs 15& SEcTIUNs 190 1 86& 190 430& 
AND 190. 431. 

[Regs. 15, IiCi 100. 186, etc. 

1949 — 1( — 16159 
T. D. 5(20 

TITLE 26 — INTERNAL IIEVEiNUE. — CHAPTER I, SUBCHAPTER C, P r&RT 190. — 
REC'r'IFICATION OI' SPIRITS AND ivixzs 

Amending Regulations 15 

TREASURV DEPAPTMENT& 
OFFICE ('F COMMIssroNER OF INTERNAL REVENLE, 

Wc(shit&ad(torr o'er D. C'. 

To District 8upervisors c(rrd Others Cor&cented: 
1. Sections 190. 186, 190. 480, nncl 190. 431 of Regulations 15 (26 ('. FR& 

Part 190), approved May 20. 1940& are amended to reacl as follow's: 
Szc. 190. 180. ArrzovAE or Or&zrczz. — The rectificr will submit both copies of 

Form 122 to the Government officer. The officer will inspect the spirits de- 
scribed in the application and verify the entries. If he is satisfie&l thiit the 
spirits are tax-paid and that the entries are correct, he will autliorize the r«. - 
tifier to dump the spirits described in the form by signing the approval statement 
on both copies, and will return the same to the rectifier. (Secs. 2801(e) (1), 8170, 
I. R. C. ) 

Szc. 190. 480. Trx&E oz MAKING I& NTR(zs. — Daily entries shall be macle on Form 
45 and Record 52, as iudicated by the headings of the various columns and in 
accordance with the instructions printed thereon, before the close of the business 
day next succeeding the day on which the transactions occu~. AVhere the pro- 
prietor defers the making of the entries to the next business day, as authorized 
herein, he shall keep a separate record, such as invoices, of the removals of 
distilled spirits, showing the reinoval data required to be entered on Form 45 
or Record 52, respectively, anil appropriate memoramla of other tr;»rs;«ti&&ns 
required to be enter'ed on such records, for the purpose of mal-ing the entries 
correctly. (Secs. 2801(e) (1), 2855, 2857, 8171, I. Et. C. ) 

SEc, 190. 481. SEFARArz Itzcozn oF SzzrAL NvMnzrrs oz CAszs. — Serial numbers 
of cases of distilled spirits disposed of neecl not be entered on Form 4& or Record 
52, provided the proprietor keeps in his place of business a scpar;rte record, 
approved by the district supervisor, showing such serial numbers, with n« &ss;» y 
Identifying data, including the date of removal and the name &in&1 acldress of 
the consignee. Such separate record may be kept in bool; f&&mr (iricluiling loose- 
leaf books) or may consist of commercial paper~, such as invoi&en or bills. Sucli 
books, invoices, or bills shall be preserved for a period of 4 years and in such a 
manner that the required information may be ascertained readily therefrom, an&1 

during such period, shall be available during business honrs for. inspection anrl 
the taking of abstracts therefrom by revemie officers. Entries shall be made on 
such separate approved record before the close of the business day next suc- 
ceeding the clay on which the transactions occur. 1Vhere the mal'in ~ of tlie 
entries is deferred to the next biisiness day, as authorized herein, appr&q&riate 
memoranda shall be maintained for tlie purpose of makin ~ the entri& 9 correctly. 
The proprietor whose separate record has been approved by the distri&. t, super- 
visor shall make a notation in the column for reporting serial uunibers, as 
follows: "Serial numbers shown on commercial rec&&r&ls per authority elated 

(Secs. 2801(e) (1) 2855, 285(, 8170, I. R. C. ) 

2. These amendments are for the purpose of (1) simplifyin ~ ap- 
roval of Forms 122 by the Government oflicer and (2) nlloii. irrg acl- 

itional time for making required entries in Form 45 nncl Recol'cl, &'. 

3. It is found that compliance vvith the notice and public rule- 

making procedure of the Administrative Procedure Act (5 U. ~. C. 
1001 et seq. ) is unnecessary in connection wi(h the issuance of these 

regulntions f' or the renson that the changes macle nre of a liberalizing 
eh~arne. ter. 

4. This Treasury Decision shall be efFectivc on the thirty-first clay 

after the date of its publication in the Fecleral Regi, ter. 
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5. This Treasury Decision is issued under the authority contained 

in sections 2801(e) (1), 2855, 2857, 3171, 3176, Internal Revenue Code 

(U. S. C. , title 26, sections 2801(e) (1), 2855, 2857, 3171, 317 ). 
GEO. J. SCHOENEMAN) 

Commissioner o f Interna/ Revenue. 

Approved August 2, 1949. 
THOMAS J. LYNCH) 

Acting Secretary of the Treasury. 

(Published in the Federal Register August 9, 1949) 

REGULATIONS 15, SECTIONS 190. 481 AND 190. 482. 1949 — 17 — 13160 
T. D. 5731 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART Igo. — 
RECTIFICATION OF SPIRITS AND WINES 

Amending Regulations 15 

TREASURY DEPARTMENT) 

OFFICE OF COMMISSIONER OF INTERNAL REVENUE) 
S'ashington 88, D. C. 

2'o District 8upervisors and Others Concerned: 
1. Sections 190. 481 and 190. 482 of Regulations 15, approved Ma, y 

20, 1940 (26 CFR, Part 190), are hereby amended. 
2. The purpose of these amendments is to provide appropriate in- 

structions for the recording of Government property used at rectify- 
ing plants. 

3. It is found that compliance with the notice and public rule-mak- 
ing procedure of the Administrative Procedure Act (5 U. S. C. 1001 
et seq. ) is unnecessary in connection with the issuance of these regu- 
lations for the reason that the changes made are of an administrative 
nature. 

SEc. 190. 481. STGEEKEEPER-GAUGER s REPoRT GF GovERNMENT PEGPEETY. — A rec- 
ord of locks and lock seals received and used at each rectifying plant will be 
kept by storekeeper-gaugers on Form 289, "Government Officer's Record and Re- 
port of Government Property, " in accordance with the titles of the columns 
and lines and the instructions on the form. In any case where cap seals are 
used in lieu of locks, the cap seals will also be reported on Form 289. The store- 
keeper-gauger will destroy all removed cap seals in a manner sufficient to pre- 
vent their reuse. Form 289 will be kept in the Government cabinet when not in 
use. On or before the fifth day of the month succeeding that for which the 
transactions are reported, the storekeeper-gauger will prepare his monthly 
rcport on Form 289 of all Government property at the rectifying plant. Form 
289 will be prepared in duplicate, iu accordance with the titles of the columns 
and lines and the instructions on the form. The officer will forward the original 
to the district supervisor and retain the copy for his files. (Secs. 2801(e) (5), 
3176, L R. C ) 

SEc. 100. 482. DIsTEIcT SUPERvIsoR s REPoRT CF LocKs AND GAUGING INSTPU- 
IIENTs, FCR& 152. — District supervisors will be held accountable for the Govern- 
ment loci s and seals, including cap seals, supplied upon their respective requi- 
sitions, aud for those received from their predecessors in office. Outgoing dis- 
trict supervisors will take receipts from their successors in oflice for the Govern- 
ment locks then in use and on hand, and for seals on hand, in the district 
District supervisors will keep an account of locks and gauging instruments, and 
will make return thereof semiannually to the Commissioner on Form 152, "Re. 
turn of Locks and Gauging Instruments. " (Secs. 2801(e) (5), 3176, L R. C. ) 

4. This Treasury Decision shall be effective on the thirty-first day after the date of its publication in the Federal Register. 
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Approved August 4, 1949. 
f 

THO&PTAS J LYNCH& 
Acting Secretary of the Treasury. 

(P&rbfished in the Federal Register August 10, 1940) 

5, This Treasury Decision is issued under the authority contained 
in sections 2801(e) (5) and 3176, Internal Revenue Code (U. S. C. , title 26, 2801(e) (5) Mid 3170). 

GEo. J. ScHO NEIIAN, 
Commissioner o Inter&ral Zev, enue. 

Rlt&tULATIUNs 16& SEUTICNs 187 53& 187 55& 
AND 187. ;&0. 

1949 — 20 — 10&200 
T. D. 5700 

TITLEt 20 — INTLIINAL REVENUE. — CHAPTER I, SUBCHAPTEtR C, PART IS7. — 
DENATURATION OI' RUT& 

Amending Regulations 16 

TREASURY DEP KRT~T& NT& 
OFFIcE OF Co&IMISSIONEII or INTERNAL REVIINUE& 

washington 85& D. C. 
I'o District Supervisors and Others Concerned: 

1. Sections 187. 58, 187. 55, and 187. 50 of Regulations 1G (26 Cl& R, 
Part 187), approved May 20, 1940& are amended ancl sec(. ion 187. 50a 
is added to such regulations, to read as follows: 

SEO. 187. 53. CoNTAINEB To BE SrAIED. — After taking the sample the store- 
ireeper-gau er will securely close and seal the tank or package from which it 
was obtained, and no part of the contents of such ta. nk or package may be used 
until tire sample has been officially tested and approved, and report on Form 1172 
of such test is received by the storekeeper-gauger in charge of a plarrt. (Secs. 
3070, 3176, I. R. C. ) 

SEc, 187. 55. SHIPt&IENT oF SAMPLES. To AUTHDRIZED CHEMIBT. — The sanrples of 
denaturants, after being securely packed and sealed, shall be sent to tire most 
convenient authorized chemist for examination and report. District supervisors 
will furnish proprietors of denaturing bonded warehouses and storcl-ceper- 
gaugers with the names and addresses of authorized chemists. All expenses in 
connection &vith the forwarding and testing of samples must bc borne by the 
proprietor. A report of each sample submitted by the storekeeper-gauger for 
analysis shall be prepared by him on F&&rm 1472, "Report on Denaturants, " in 
triplicate, and forwarded to the authorized chemist' (Secs. 3070, 3176, I. R. C. ) 

SEC, 187. 56. PiEPDRT oF ANALYsIS Bv THE CHEMIST. — Upon completion of the 
analysis of the denaturants, the authorized chemist shall make a report of his 
analysis on the I&'orm 1472, in triplicate, received from the storekeeper-gauger, 
note his approval or disapproval of the samples thereon, and sign the same. Orrc 

copy of the I&'orm 1472 shall be returned to the storckceper-gauger in charge of 
the denaturing bonded warehouse, one copy shall be forwarded to the district 
supervisor of the district in whiclr the war el&ouse is located, and the remaining 
«pv shall be transmitted to the Commissioner. (Secs. , '1070, 3176, I. R, C. ) 

SEo. 187. 56a. RETENTIoN oF SAMPLEs. Bile &111&. lrorized chenrist rrnrst ret:rin 
all samples ol'rum denatur ants for a period of 30 days so that they &vill be avrril- 
able for reference. (Secs. 3070, 3176, I. R. C. ) 

2. These alnendme»ts are for the purpose of prescribing I&'orin 1472 
fol' use in connection with the submission and approval of sanrpl&ts of 
denaturants in lieu of I&'orms 1470 and 1472. The last sentence of sec- 

tion 187. 50 prior to this;rmendment has be&» rewritten as section 
187. 50a. 

3. It, is found that co&»i&liance with the notice, public rrrle-»raking 

pl'ocedul'e& and effective date rc&luircmerrts of the A&lmi»istrative Pro- 
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cedure Act is unnecessary in connection with the issuance of these 

regulations for the I eason that the amendments merely simplify exist 

4. This Treasury Decision shall be effective immediately upon its 

publication in the Federal Register. 
5. This Treasury Decision is issued under the authority contained 

in sections 8070 and 8176) Internal Revenue Code (U. S. C. , title 26) 

sections 8070 and 8176). 
GEO. J. SCHOENEMAN) 

Commissioner of Interna/ Revenue. 

Approved December 8, 1949. 
TISOMAS J LYNCH) 

Acting Secretary of the Treasury. 

(Published in the Federal Register December 18, 1949) 

REOIILATIONS 16) SECTION 187. 120: Record 
Vio. 129. 

1949-17-18161 
T. D. 5721 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 187. — 
DENATURATION OF RUM 

Amending Regulations 16 

TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONEIX OF INTERNAL REVENUE) 

Washington 85) D. C. 
To District 8uperuisors and Others Concerned: 

1. Section 187. 120 of Regulations 16 (26 CI'R, Part 187), approved 
May 20, 1940, is amended to read as follows: 

SEc. 187. 120. Rscoso No. 129. — The proprietor of every distillery denaturing 
bonded warehouse shall keep a monthly record on Record No. 129 of all dena- 
turants received and used at such bondecl warehouse or removal therefrom, of all 
samples of denaturants forwarded to the authorized chemist for analysis, and of 
the chemist's reports of all analyses. Daily entries shall be made on Record No, 
129 as indicated by the headings of the columns and lines of the form before 
the close of the business day next succeeding the day on which the transactions 
occur. Where the making of the entries is deferred to the next business day, 
as authorized herein, appropriate memoranda shall be kept for the purpose of 
making the entries correctly. A monthly su)urnary of the denaturants received 
and used or removed shall be made on such record at the end of the month. 
Record No. 129 shall be bound by the proprietor as a permanent record and kept 
available for inspection by Government ofIIcers. (Secs. 8070, 8171, and 8176, 
I. R. C. ) 

2. These amendments are intended for the purpose of allowing 
adclitional time for making required entries in Record No. 129. 

3. It is found that compliance with the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. C. 
1001 et seq. ) is unnecessary in connection with the issuance of these 
regulations for the reason that the changes made are of a liberalizing 
character. 

4. This Tre sury Decision shall be efFective on the thirty-first day 
after the date of its publication in the I)'ecleral R, gister. 
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f Interr(a 
Approved August 2, 1949. 

TIIObIAS J. LYNCII) 
Actin9 Secretary of the Treasury. 

(Published in the P&ederal Register August 9, 1040) 

5. This Treasurv Decision is issued under the authority contained 
in sections 8070, 8171, 8176, I»i. ernal Revenue Cocle (U. S. C. , title 26, sections 8070, 8171, 8176). 

Gzo. J. SCIIOrxrbIAN, 
Commissioner o t Ii'e(eru(e. 

RKOULATIONs 18, SKCTIoN 192. 227: Signing of 
landing certificate. 

1949 — 19 — 18185 
T. D. 5786 

TITLE 26 — INTERNAL REVI'NUE. — CHAI'TKR I, SUBCHAPTER C, PART 192. — 
I& ERMENTED 5IAI. T LIQUOII 

Amending Regulations 18 

TREASURY DEPARTMENT, 
OFFIOK or CobiMIssioNER oF INTERNAL RKYKNI K, 

TVashin9ton o~, D. C. 
To District Supervisors and Others Concerned: 

1. Section 192. 227 of Regulations 18, approved May 20, 1940 (26 
CI'R, Part 192), is hereby amended. 

2. The purpose of this amendrr. ent is to liberalize the req»irement 
regarding the signing of landing certificates covering beer exportecl 
free of t, ax. 

8. It is found that, compliance with the notice, public rule-making 
procedure, and eHective date requirements of the Adniinistrative 
Procedure Act (Public I. a~v 404, Seventy-ninth Co»gress) is unneces- 
sary in connection ivith the issuance of these regulations for the reason 
that the change made liberalizes a requirement, imposed upon the 
industI'y. 

Szc. 192. 227. S(or(I(vo oP LANDING CEBTIPICATK. — The. landing c(. riih(ale shall 
be signed by a revenue officer of the foreign country to whi&h the me(ch (ndise 
is exported, by the master of the vessel, or bv the vessel's agent at the pl &ce of 
landing. The certificate n(ust bc tiled within 6 moni:hs fro(n the date of exporta- 
tion of the merchandise. (Secs. 3153(b), 3176, L R. C. ) 

4. This Treasury Decision shall be eR'ective upon publication in tile 
Federal Register. 

5. . This Treasury Decision is issued under the authority co»tail(ed 
in sections 8153(b) and 8176, In(, ernal Revenue Cocle (I'. S. C. , title 
26, sections 8158 (b) and 3176) . 

Gzo. J. Scrfozxzbrxx, 
C'orr(mr'ssioner of Inter rrul Idcvenuc. 

Approved August 81( 1949. 
TIIObIAS J. LYNCII, 

Actincg Secretary of thc Treasury. 

(Published in the Federal Register Septe(aber 7, 1040) 
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REGULATIONS 18) SECTION 192. 256: Slaight 1949-17-18162 
locks for cond~nits and tunnels. T. D. 5789 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 192, — 
FERMENTED MALT LIQUOR 

Amending Regulations 18 

TREAsURY DEPARTMENT& 

OFFICE OF COMMISSIONER OF INTERNAL REVENUE) 
Washington 88, D. C. 

To District Euperv& ors and Others Concerned: 
1. Section 199. 956 of Regulations 18, "Fermented Malt Liquor, " 

approved May 90, 1940 (26 CFR, Part 199), is hereby amended. 
9. The purpose of this amendment is to require the reporting of 

Government locks used at breweries on Form 159 by district super- 
visors semiannually instead of quarterly in accordance with an appro- 
priate revision of such form. 

3. It is found that compliance with the notice, public rule-making, 
and effective date requirements of the Achninistrative Procedure. Act 
(Public, No. 404, Seventy-ninth Congress) is unnecessary in connection 
with the issuance of these regulations for the reason that the changes 
made are of an administrative nature only. 

SEc. 192. 256. SLAIGHT LocKs FOB CoNDUITS AND TUNNzr. s. — Slaight seal locks 
are prescribed for use in securing the doors of conduits and tunnels through 
which pipes carry beer from the brewery to the bottling house. Requisition 
for such locks and seals will be addressed to the Commissioner by the supervisor. 
The supervisor shall keep a record of the locks received and make return thereof 
semiannually to the Commissioner on Form 152, "Return of Locks and Gauging 
Instruments. " Seals will be used consecutively in the order in which they are 
numbered. (Secs. 8157(a), 8176, I. R. C. ) 

4. This Treasury' Decision shall be effective on the thirty-erst day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained in 
sections 8157(a) and 8176, Internal Revenue Code (26 U. S. C. 
8157(a) and 8176). 

GEO. J. SCHOZNEMAN 
Commi ssioner of Interna/ Revenue. 

Approved August 4, 1949. 
TIIoMAs J. LYNCH, 

Acting 8ecretary of the Treasury. 
(Published in the Federal Register August 10, 1949) 

REGULATICNs 19, SEOTIoN 195. 88: General 1949 — 17-18168 
T. D. 5729 

TITLE 2e — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 195. — 
PRODUCTION OF VINEGAR 

Amending Regulations 19 

TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE ) 

Washington 8o) D. O. 
To District Supervisors and Others Concerned: 

1. Section 195. 88 of Re mlations 19 (96 CFR, Part 195), approved 
November 5, 1910, is amended to read as follows: 
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SEc. 195, 88. GENERAL. — The proprietor of every vine ar factory shall 1-eep 
monthly records and render reports on Form 1628 as hereinafter provided. En- 
tries shall be made as indicated by the headings of the various columns and lines, 
and in accordance with the instructions on the form and as set forth iu these 
regulations. The entries shall be made before the close of the business d:&r next 
succeeding the day on which the transactions occur. XVhere the making of the 
entries is deferred to the next business day, as authorized herein, appropriate 
memoranda shall be maintained for the purpose of making the entrics correctly. 
At the close of the month, but in no case later than the fifth day of the succeeding 
month, the proprietor shall prepare and forward two copies ot' Form 1623 to the 
district supervisor. (Secs. 8176, 4041, I. R. C. ) 

2. These amendments are intended for the purpose of allowin«acldi- 
tional time for making required entries on Form 162oo. 

~ 8. It is found that compliance with the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. C. 
1001 et seq. ) is unnecessary in connection with the issuance of these 
regulations for thc reason that the changes made are of a liberalizing 
character. 

4. This Treasury Decision shall be effective on the thirty-first dny 
after'the date of its publication in the Federal Re&rister. 

5. This Treasury Decision is issued un&ler the authority contained 
in sections 3176& 4041, Internal Revenue Cocle (U. S. C. , title 26& sec- 
tions 8176& 4041) . 

GEO. J. SCIIOENEAI Ax. 
Commissioner of Internal P~e&:e-, i&e. 

Approved August 2, 1040. 
TEIOI&IAS J. LYNCII& 

Actinghecretary of the Tv easer'. 
(Published in the Federal Register August 9, 1949) 

REcUEATEoNs 20, SEOTIONs 1M. 75 AND 1M. 76. 1040 — 17 — 10164 
T D 57"1 

TITLE 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 194. — 
WHOLESALE AND RETAIL DEAI, L&'RS IN I. IQUORS 

Aiuending Re"'ulntions 20 

TREASURY DEPARTMENT& 

OFFICE OF Co&fnIISSIONZR OF INTERNAL REvl:NUE, 
IVashington l 5& D. C. 

To District supervisors and Others Concerned: 

1. Paragraph (a) of section 194. 75 and paragraph (d) of section 
194. '?6 of Regulations 20 (26 CFR, Part 1M), nppr&&vcd June 6, 10-10, 

are amenclecl to read as follows: 
Ssc. 194. 75. REccnns To BE I&ESY»v 1VHor. ESAI, E Liqvos DEA& Ens. — («) ExcePt 

ns provideu in paragrap '1 
&i 

' agraph (e) of this section, every wholesale denier in liquors 
h 'll d' t" I 1 s irits shall ke& p Record 5&2&, "1vholcs&ile Liquor D&;il& r's ' IE \VI 

Itccord, " and render monthly transcripts, I~onus o' —; nn& 

~Li uor Dealer's Monthly Report, " and Form 888, "n'holcsnle Liquor D«, ler's 

Monthl Report (Suuiinary of Fornis O' — A nnd o' — ll), " of p, '. ' 
", 

nnd disposition of distilled spirits by him. l;&ily 
Record 52 of all distilled spirits received and disposed of ns indic;&ted by the 

of the coluni&is:&n&1 lin& s of the forru an&i thc instructions printed 

thereon or issued in respect ther& to, ns require&i by I &en& re 

close of the busiuess &lay next succeedin the &lny & &n &vl&icli the trans»& tions 

occur. 1vl&ere the wholesale denier defers the ui;&ki ; -'nl' of the c»tries io thc nest 
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f nternat 
Approved August 2, 1949. 

THoMAs J. LYNCH, 
Acting Secretary of the Treasury. 

(Published in the Federal Register August 9, 1949) 

business day, as authorized herein, he shall keep a separate record such as in- 

voices, of the removals of distilled spirits, showing the removal data required to 
be entered on Record 52, and appropriate memoranda of other transactions re- 

quired to be entered on such record, for the purpose of making the entries 
correctly. 

SEc. 194. 76. SEPARATE REcoRDs. — ~ 

(d) The separate records prescribed by paragraphs (b) and (c) of this section 
may be kept iu book form (including loose-leaf books) or may consist of com- 
mercial papers, such as invoices or bills. Such books, invoices, and bills shall 
be preserved for a period of 4 years and in such manner that the required 
information may be readily ascertained therefrom, and, during such period, 
shall be available during business hours for inspection and the taking of abstracts 
therefrom by internal revenue ofucers. If a record in book form is kept, entry 
shall be made on such separate record before the close of the business day next 
succeeding the day on which the transactions occur. Where the making of the 
entries is deferred to the next business day, as authorized herein, appropriate 
memoranda shall be maintained for the purpose of making the entries correctly, 
The dealer shall note on Record 52, and on lcorm 52 — F, in the column for report 
ing serial numbers, "Serial numbers shown on commercial record per authority, 
dated . " (Secs. 2857, 2858, 3176, 3254, I. R. C. ) 

2. These amendments are intended for the purpose of allowing addi- 
tional time for making required entries in Record 52 and Form 5&F. 

8. It is found that compliance with the notice and public rule- 
making procedure of the Administrative Procedure Act (5 U. S. C. 
1001 et seq. ) is unnecessary in connection with the issuance of these 
regulations for the reason that the changes made are of a liberalizing 
character. 

4. This Treasury Decision shall be eRective on the thirty-firs day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 2857, 2858, 3176, and M54, Internal Revenue Code (U. S. C. , 
title 26, sections 2857, 2858, 8176, and M54) . 

GEO. J. SCHOEiVEMAN, 
Commissioner o I Eet enue. 

REGULATICNs 20) SEOTIDNs 194. 79a ANIL 194. 80. 1949 — 23 — 1M26 
T. D. 5754 

TITLE 26 — INTERNAL REVENUE, — CHAPTER I, SUBCHAPTER C, PART 194. — 
WHOLESALE AND RETAIL DIi'. ALERS IN LIQUORS 

Amending Regulations 20 

TREASURY DEPARTMENT) 
OFrICE OF CoMMISSIoiVER OF INTERNAL REvENUE 

W'ashington 85, D. C. 
To District Supervisors and Others Concerned: g, 949, notice of proposed rule making regarding 

1. On Au ust 12 194 
t e preparation of Record 52, "Wholesale Liquor Dealer's Record" 
by persons engaged in the busilless of selling distilled spirits primarily 



24o [Regs. 20, () 194. 70a, 194. 80. 

at retail but also selling occasionally in wholesale quantities, was pub- 
lished in the Federal Register (14 F. R. 4084). 

2. Xo objections to the rule lraving been received, Regulations 2l) 
(26i CIi'R, Part 104), approved June 6, 1040, are hereby ~amended by 
adding section 104. 70a and ante»ding section 104. 80, as follovvs: 

Sro. 104. 79a. RETAIL LIQUOR DEAIERs MAIvTAIZIAG A WHOIESALE DKPARr- 
&issr. — (a) A liquor dealer engaged in the business of selling primarilv at 
retail, ivho at the same premises aiso mal-es occasional sales of distilled spirits 
in quaiitities of 5 wine gallons or more in his capacity of a wholesale liquor 
dealer, need not enter. in Redford 52 all distilled spirits received at the premises 
as required by section 104. 70. As used herein, the term "selling priinarily at 
retail" shall mean that sales at retail must normally represent at least 90 per- 
cent of the volume of distilled spirits sold during a month. 1Vhere a. liquor 
dealer is engaged in such business, all distilled spirits at the premises niay be 
considered as having been received in the retail department. When a sale 
of 5 wine gallons or inore is made, the distilled spirits involved in the trans- 
action must be shown in Record 52 as received from the retail departnient and 
as disposed of. Entries will be made in the various columns of the record 
pursuant to the provisions of sections 104. 75 and 194. 77. The provisions of sec- 
tions 104. 70, 194. 80(a), and 194. 80a, relative respectively to separate records, the 
daily filing of transcripts of Record 52 and certain additional requirements are 
not applicable to such liquor dealers. 

(b) The wholesale department need not be maintained in a separate room 
or be partitioned off from the retail department, but sales at wholesale must be 
made in a part of the premises designated as the wholesale department. (Sec. 
2857, I. R. C. ) 

Sac. 104. 80. RKpoaTs. 
lit 

(ii) If there &vere no receipts and disposals of distilled spirits by a whole- 
sale liquor dealer during a month, it will not be necessary to prepare Forms 52A 
ami t&2B. However, a summary on Form 8, 8 must be prepared and forivardcd to 
the district supervisor, showing the quantity on hand the first day of the inonth 
and the quantity on hand the last. day of the month and marked 'No trans- 
actions during month. " Wholesale liquor dealers maintaining records in the 
simplified manner prescribed by section 104. 79a should sliow in the summary 
on Ivorm 888 that no distilled spirits were on hami the first day and the last day 
of the month. When a wholesale liquor dealer discontinues business as such, 
he shall render monthly reports, I& orms 52A and 52B and the sunimary report on 
Form 888, covering transactions for the month in which business is disco~tinued, 
and mark such reports "Final. " Record 52 shall be preserved by the dealer for 
a period of 4 I ears. (Sec. 2857, I. R. C. ) 

3. These amendments are designed to simplify the preparation of 
Record 52, "Wholesale Liquor Dealer's Record, ' by persons engaged 
in the business of selling distilled spirits primarily at retail but also 
selling occasionally in witolesale quantities. 

4. This Treasury Decision shall be efFective on the thirty-first, day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority of section 

2857, Internal Revenue Code (26 U. S. C. 2857). 
FREn S. iI AnriNi 

Acting Comoli ceioner of Interna/ Bee'enue. 

Approved October 14, 1040. 
THoMAs J LYNCHi 

Acting Secretary of the Treasury. 

(Publislied in the Fecleral Regi. ter October 20, 1040) 
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REQULATICNs 21, SEOTIoNs 191. 59 AND 

191. 60. 

1949-17-13165 
T. D. 5724 

TITLE 26 — INTERNAL REVENUE. — CHAPTER 1, SUBCHAPTER C, PART 191. — 
IMPORTATION OF DISTILLED SPIRITS AND WINES 

Amending Regulations 21 

TREASURY DEPARTMENTI 

OFFIGE CF CUMMIssioNER oF INTERNAL REvENUE, 
Washington 88, D. C. 

To District 8Izpervisors and Others Concerned: 

1. Sections 191. 59 and 191. 60 of Regulations 21 (26 CFR, Part 191), 
approved October 16I 1940, are amended to read as follows: 

SEO. 191, 50. TIME oF MARINO ENTIoEs. — Daily entries shall be made on Record 

52 and Form 52E, as indicated by the headings of the various columns, and in 

accordance with instructions printed thereon, before the close of the business 

day next succeeding the day on which the transactions occur. Where the 

importer defers the making of the entries to the next business day, as authorized 

herein, he shall keep a separate record, such as invoices, of the removals of 
distilled spirits showing the removal data required to be entered on Record 52 

and Form 52E, and appropriate memoranda of other transactions required to 
be entered on such records, for the purpose of making the entries correctly. 

( Secs. 2857, 2858, 3171, 3176, 3254, I. R. C. ) 
SEc. 101. 60. SEPARATE REcoRD oF SEEIAL NUMBERs oF CASEs. — Serial numbers of 

cases of distilled spirits disposed of need not be entered on Record 52 or Form 
52E, olionthly Record and Report of Importer or Proprietor of Tax-Paid 
Premises, " provided the respective proprietor keeps in his place of business a 
separate record, approved by the district supervisor, showing such serial numbers, 
with necessary identifying data, including the date of removal and the name and 
address of the consignee. Such separate record may be kept in book form 
(including loose-leaf books) or may consist of commercial papers, such as invoices 
or bills. Such books, invoices, and bills shall be preserved for a period of 4 years 
and in such a manner that the required information may be ascertained readily 
therefrom, and during such period, shall be available during business hours for 
inspection and the taking of abstracts therefrom . by internal revenue oflicers. 
Entries shall be made on such separate approved record before the close of the 
business day next succeeding the day on which the transactions occur. Where 
the making of the entries is deferred to the next business day, as authorized 
herein, appropriate memoranda shall be maintained for the purpose of making 
the entries correctly. The importer, whose separate record has been approved 
by the district supervisor, shall note in the column for reporting serial numbers 
that, "Serial numbers shown on commercial records per authority, dated 

(Secs. 2857, 2858, 3171, 3176, 3254, I. R. C. ) 
2. These an1endments are intended for the purpose of allowing addi- 

tional time for making required entries in Record 52 and Form 52E. 
6. It is found that compliance with the notice and public rule-mak- 

ing procedure of the Administrative Procedure Act (5 U. S. C. 1001 
et seq. ) is unnecessary in connection with the issuance of these regula- 
tions for the reason that the changes made are of a liberalizing 
character. 

4. This Treasury Decision shall be effective on the thirty-first day 
after the &late of its publication in the Federal Register. 
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5. This Treasury Decision is issued under the authority contained in 
sections 2857, 2858, 8171& 8176& 8254, Internal Revenue Code (l'. S. C. , 
title 26, sections 2857, 2858, 3171, 8176, 8254) . 

4L&O. J. ScnoENEIIAN, 
Conlrnissioner o I — t J«'&renue. f nte) na 

Approved August 2, 1949. 
THOI&IAS J. LTNcll, 

~ctiny Secretary of the Treasury. 

(Published in the Federal Register August 0, 1940) 

REGULATIGNs 24, SECTIONs 180. 90, ETC. 1949-17 — 18166 
T. D. 572:& 

TITIF, 26 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PAI:T 180. — 
L1GUORS AND ARTICI, ES l Ro&&I PUI;RTO RICO AND TIIE VIRGIN ISLANDS 

Amending Regulations 24 

TRI':ASIII&Y DEPART»IL'NT& 

OFFICE oF CO(&IMISSIO'NL'R OF INTEPNAI REvEN 1, 1:, 

IVashington 85, D. C. 
To District Supervisors and Others Concerned: 

1. Sections 180. 90, 180. 91, 180. 142, and 180. 143 of Regulations 24 

(26 CFR, Part 180), approv&ed J«ne 16, 1941& are amended to read as 

follows: 
SU11PAR'I' I 

I RonvcTS CQMINQ IN(o rIIE liNFTED SrA&Es I&'rol( PvrkTo Rrco 

ARTICI. E XI. — RECORDS AND k&&PORTS 

Src. 180. &00. TIME oF AIAKI&vn E v rRu:s. — Daily entries shall be ma&le on Recor&1 

32 and I&orm 521&, , as indicated by the headin'"s ot the various colun&ns, and in 

accordance with instructions printed thereon, before the close of the business 

day next succeeding the day on which the transactions occur. Wl&ere the &ual. in ~ 

of the entries is deferred to the next business day, as &(uthorized herein, a s par(«c 

record, such as invoices, shall be kept, of the reruov:&ls of distilled spirits, showing 

the removal data required to be entered on Record S&2 and Fora) S&2&F„an&i »ppro- 

priate memoranda of other transactions required to be entered on such r(&»rds, 

for the purpose of making tlie entries correctly. (Secs. 2857, 28&8, 31yl, 31&0, 

32:&4, 3300, I. R. C. ) 
SEC. 180, 01. SEPARATE Rscokn or SERIAL YvMDEks ok CAsrs. — Serial numb(rs of 

cases of distilled spirits disposed of need not be cntere&i on Form 02E, provi&led 

the respective prop& ietor keeps in his pla&e of business n separate record, ap- 

proved by the district supervisor, showing such serial numbers, with neccs, ;&ry 

identifying data, including the date of relnoval;»&d the n:(n&e an&1:«1d&ess ol thc 

consignee. Such separate recon& may be kept in book form (including ious&-leaf 

books) or may consist of commercial papers, such as invoices or bills. Such 

books, invoices, and bills shall be prcserv&d for a period of 4 years and in such 

a manner that the required inform:(tinn nmy b( (scert;(ined readily therefron), 

and, during such period, shall be available during business hours for inspection 

and the tal(ing of abstracts therefro&n by internal revenue oth&e&s. L&'ntries shall 

be made on such separate approved re&&ord i&el'ore the close of the business day 

n('xt succeeding the d)y on &vhich the transaction; o& cur. Iri&e&'(. tl&(' making of 

th& entries is def(rr«1 to the next business day, as;&uthorizcd he& ein, ((pi&r&&i» inte 

n&e&nornnda shall be maintai»ed fo& (i&&& 1&(&rpose & f mul:i&& ' the & ntri& s (&» r, & tly 
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Where a separate record has been approved by the district supervisor, notation 

shall be made in the column for reporting serial numbers that "Serial numbers 

shown on coInmercial records per authority, dated . " (Sees. 
2857, 2858, 8171, 8176, 8254, 8860, 4041, I. R. C. ) 

SUBPART II 

Paonucrs CCMlNG INTo THE UNITED STATEs FRDM THE VIRGIN IsLANDS 

ARTICLE XVI. — RECORDS AND REPORTS 

Ssc. 180. 14". TIMF. oF MARINO ENTRU;s. — Daily entries shall be made on Record 
52 and Form 52K, as indicated by the headings of the various columns, and in 
accordance with instructions printed thereon, before the close of the business 

day next sueceedin ~ the day on which the transactions occur. Where the making 
of the entries is deferred to the next business day, as authorized herein, a sepa- 

rate record, such as invoices, shall be kept, of the removals of distilled spirits, 
showing the removal data required to be entered on Record 52 and Form 52E, 
and appropriate memoranda of other transactions required to be entered on such 
records for the purpose of making the entries correctly. (Secs. 2857, 2858, 8171, 
8176, 8254, 8850, 4041, I. R. C. ) 

SEc. 180. 148. SEPARATE REcoRD oF SERIAL NUMBERs oF CAsEs. — Serial numbers 
of cases of distilled spirits disposed of need not be entered on Form 52E, provided 
the respective proprietor keeps in his place of business a separate record, ap- 
proved by the district supervisor showing such serial numbers, with necessary 
identifying data, including the date of removal and the name and address of the 
consignee. Such separate record may be kept in book form (including loose- 
leaf books) or may consist of commercial papers, such as invoices or bills. Such 
books, invoices, and bills shall be preserved for a period of 4 years and in such a 
manner that the required information may be ascertained readily therefrom, 
and, durin such period, shall be available during business hours for inspection 
and the taking of abstracts therefrom by internal revenue ofiieers. Entries 
shall be made on such separate approved record before the close of the business 
day next succeeding the day on which the transactions occur. Where the 
making of the entries is deferred to the next business day, as authorized herein, 
appropriate memoranda shall be maintained for the purpose of making the 
entries correctly. Where a separate record has been approved by the district 
supervisor, notation shall be made in the column for reporting serial numbers 
that "Serial numbers shown on commercial records per authority, dated 

(Secs. 2857, 2858, 8171, 8254, 8850, 4041, I. R. C. ) 
2. These amendments are intended for the purpose of allowing ad- 

ditional time for making required entries in Record 52 and Form ME. 
8. It is found that compliance with the notice and public rule- 

making procedure of the Administrative Procedure Act (5 U. S. C. 
1001 et seq. ) is unnecessary in connection with the issuance of these 
regulations for the reason that the changes made are of a, liberalizing 
character. 

4. This Treasury Decision shall be effective on the thirty-ffrst day 
after the date of its publication in the Federal Register. 

5. This Treasury Decision is issued under the authority contained 
in sections 2857, 2858, 8171, 8176& 8254, 8850, 8860, 4041, Internal 
Revenue Code (U. S. C. , title 26, sections 2857, 2858, 8171, 8176, 
8254, 8850) 3360) 4041). 

GEO. J. SCHOENEMAN, 
Commissioner of Interna/ Revenue. 

Approved August 2, 1940. 
THo'AIAs J. Lvxclr& 

Acting Secretary of the Treasury. 
(Published in the Federal Etegister August 9, 1949) 
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REGULATloNS 24, SEUTION 180. 98a: Requirements 1949 — 14 — 18124 
T. D. 5706 

TITLE 28 — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 180. — 
Liquoas AND ARTIULEs FRQM PUERTo RIco AND THE vIRGIN IsLAiNDs 

Amending Regulations 24 

TREASURY DEPARTMENT, 
OI FICE or CoMMISSIONER OI' INTERNAL REYENUE 

lVashingcton M, D. C. 
To District 8uperv&isors, CoQectors of Customs, and Others Concerned: 

1. On February 10, 1949, notice of proposed rule making regarding 
the taxpayment of distilled. spirits in Puerto Rico for shipment, to the 
United States was published in the Federal Register (14 — FR — 596), 

2. After consideration of all such relevant matter as Ivas presented 
by interested persons regarcling the proposal, Regulations 24 (26 
(, 'FR, Part 180), approved June 16, 1941, are amended by addino' to 
subpart I thereof a new article& nulnberecl and titlecl OXI — A — Tax- 
payment in Puerto Rico Upon Withdrawal After Rectification or 
3ottling" ancl a new section numbered "98a, " as follows: 

ARTIOLE XI — A. — TAXPAYMENT IN PULiRTG RIco UPGN WITHDRAwAL AFTER 
RECTIFICATION OR BOTTLING 

Szc. 180. 98a. RrqvIREMENTs. — (a) Applicable procedure. — Distilled spirits of 
less than 190 degrees of proof, wines and fermented malt liquor (herei&mfter 
referred to as "liquors, " unless otherwise indicated) intended for shipment to 
the United States, which are withdrawn from producing or storage premises 
for entry into bonded rectification sections, bottling sections, or bonded ware- 
houses; in accordance with the Spirits and Alcoholic Beverages Act, as amended, 
oi' Puerto Rico, shall be subject to the requirements of this section, and sections 
180. 1 to 180. 98, inclusive, insofar as such sections may bc applicable. 

(b) Formula. — Following entry into a bonded rectification or bottling section 
for rectification or bottling, all liquors shall be rectifie and/or bottled in accord- 
ance with an approved formula prescribed by sections 180. 18 to 1S0, 17, inclusive. 

(c) Gauping. — The alcoholic constituents of all liquors constituting a specific 
bottling lot shall be ascertainable from records maintained in accordance with 
insular requirements. In gaugin- liquors for taxpayment, the insular internal 
revenue agent will prepare Form 1 &20 to show separately all distilled spirits and 
wines according to taxable gallonage. See paragraph (d) hereof, and sections 
180. 81, 180. 82, and 180. 48. The formula number under which the liquors were 
produced or manufactured for shipment to the United States will also be 
shown on the Ieorm 1020. 

(d) Basis for tazpapmcnt. — The taxes on distilled spirits shall be paid on the 
basis of wine gallons, if below proof, or proof gallons, if 100 proof or above, 
in accorclance with the proof ascertained by the insular oauger prior to entry 
of the spirits into the bonded rectif&cation section, or bonded bottling section, 
pursuant to appropriate entries in records prescribed by the insular authorities. 

(e) Taut&ayment. — Taxpayment shall be made at the rate prescribed by law. 
The prescribed taxes shall be paid at the time of withdrawal of the liquors pur- 
suant to issuance of the appropriate insular permit. A copy of the Iorm 1. »0 
covering the ganging of the liquors shall accompany the insular permit, I'i&rm 

487A, when presented to the deputy collector for taxpayment. See sections 180. 82, 
180. 86, 180. 89, and 180. 44. 

(f) Pied strip stamps. — United States internal revenue red strip stamps will 
be procured from the deputy collector for aifixing to bottles of spirits intended 
for shipment to the United States. Where the tax is paid in accordance with 
paragraph (e), such stamps may be affixed to the bottles prior to taxpay- 
ment, The provisions of sections 180. 66 to 180. 78, inclusive, shall govern the 
Purchase, ovcrprinting, aflixing, reporting, etc. , of red strip stamps procured 
and used under this section. 

(g) Withdrau&nl for shipment to United States. — Withdrawal of liquors for 
shipment to the United States may be made only after taxpayment, if so 

888972' — 80 — 17 
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b the insular withdrawal permit, Form 487B. Any liquors, upon 

be United States internal revenue taxes have not been paid, intended 

upon arrival in the U i, i or i 
of sections 180. 1 to 180. 93, inclusive. (Sees. 
4041, I. R, C. ) 

8. These amendments are designed to establish a procedure for 
, t f d' t'll d spirits and other alcoholic beverages in 

Puerto Rico after withdrawal for rectification or bottling, in order 

to make stocks of such liquors available for shipment to the United 

States under the Puerto Rican law as amended. 
4. This Treasury Decision shall be eA'ective on the thirty-first day 

after the date of its publication in the I& ederal Register. 
5. This Treasury Decision is issued under authority contained in 

sections 2800, 2808, 8080, 8176, 8860, and 4041, Internal Revenue 
Code (U. S. C. , title 26, sections 2800, 2803, 8080, 8176, 8860, and 
4041) . 

GEO. J. SCIIOENEMAN& 

Commissioner of Internal Eevenue. 
Approved June 21, 1949. 

TIIOMAS J. LTNCII& 
Acting Secretary of the Treasury. 

(Published in the Federal Register June 24, 1949) 

REGULATICNs 24, SEGTIQNs 180. 98b& ETc. 1949 — 26-18268 
T. D. 5764 

TITLE Ss — INTERNAL REVENUE. — CHAPTER I, SUBCHAPTER C, PART 180. — 
LIQUORS AND ARTICLES FROM PUERTO RICO AND THL&' VIRGIN ISLANDS 

Amending Regulations 24 

TREASURV DEPARTS&IKNT& 
OFFICE or COMIiIISSIONER OF INTERNAL REVENUE& 

washington 8b& D. C. 
To District Supervisors and Others Concerned: 

1. Regulations 24 (26 CI&'R& Part 180), approved June 16, 1941, as 
amended, are hereby further amended by adding to subpart I thereof 
sections 180. 98b, 180, 98c, 180. 98d& and 180. 98e& as follows: 

TAx-PAxMzzr r&v CzzrizrcATz 

Szc. 180. 93b. TAx-PAri& CzzrrzrcArz riv Lrzv oz STAxrrs. — (rt) Spirits to I&e 
taa-t&aid. — Where bottled distilled spirits are to be tax-paid upon withdrawal in 
cases as provided by section 180. 93a, or where distilled spirits to be bottled before 
shipment to the United States are to be tax-paid prior to bottling as permitted by 
section 180. 21 or 180. 32, the deputy collector of internal revenue shall collect the tax pursuant to appropriate application, and shall issue a tax-paid certificat 
in lieu of tax-paid stamps, as provided by paragraphs (t&) and (c) hereof. 

(I&) Application, Form 159!j. — The taxpayer, when submitting Form 487 — A, 
"Application and Permit to Tax-Pay Liquors for Shipment to the United States 
and I&'orm 1520, as provided by section 180. 21, or section 180. 32, shall prepare and 
forward with such application, an application on Form 1594, "Application for 
Collector's Certificate of Tax-Payment of Distilled Spirits for Shipment in Tank 
Cars, " in triplicate. The application, Form 1594, shall be appropriately modi- 
fied to shoiv that the spirits are to be tax-paid in Puerto Rico (in lieu of "For 
shipment in tank cars"), and shall show, in addition to all applicable data, the serial nunfi&er anrl date of the I&'orm 487 — A. Request should be made in the 
applieaiioii that ti&e certificate be forwarded to the treasurer. The application& Form 1. &91, shall be accompanied by proper remittance for the tax. The deputy 
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collector may, in his discretion, accept uncertified checks in payment of the 
tax where certificates are issued in lieu of stamps. 

(o) ass«ance of oertitlcate Eorm 1595, — The deputy collector will issue Form 
1595, "Certificate of Tax-Payment of Distilled Spirits for Shipme'nt in Tank 
gars, " appropriatelv inodified to show that the spirits are tax-paid in Puerto 
pico in lieu of "For shipment in tank ears, " and shall shov& the serial number 
and date of the Form 487 — A. The deputy collector will fill in all applicable 
data in the blank spaces on the certificate and date and sign the certificate in 
the same manner as a tax-paid stamp is required by se&'twou 180. 22 to be filled in, ~ 
da(ed, and signed. This certificate is not negotiable and shall not reflect tax- 
payment of any distilled spirits except those described therein and in the 
accompanying Forms 487 — A and 1520. The deputy collector &vill enter ou the 
original and the copies of I&'orm 1594, in the space provided, the serial number, 
date, and amount of the certificate issued. The deputy collector &vill retain one 
copy each of Form 487 — A, and Form 1520 and the original of Form 1594. He 
will mail or deliver the certificate, I&'orm lo95, and one copy each of Form 
48&-A and Form 1520 to the treasurer, and will return one copy of the application, 
Form 1594, to the taxpayer. The depuly collector will forward the remaining 
copy of Form 1594 to the Collector of Internal Revenue, Baltimore, EId, (Secs. 
3300(a), 3360, and 4041, I. R. C, ) 

SEO. 180. 93c. DIBPosITIQN oF CERTIFIcATEs Bx TREAsURE&u — UPon receiPt of tax- 
pai&l certificates issued in accordance with section 180. 93b, the treasurer 
will cancel such certificates by perforating therein or stamping thereon the word 
"canceled, " The canceled certificate will be securely attached to the F&irms 
487-A and 1520 covering the regauge and withdrawal of the packages or cases 
represented by the certificate and filcd in the office of tbe treasurer, These certifi- 
cates and forms will be available for inspection by United States internal revenue 
oflicers. (Secs. 3360 and 4041, I. R. C. ) 

SEO. 180. 93d. NOIIOE or TAx-PAYMENT BY Ti&EABIIRKR. Xvhen the tax-Iiaid 
certificate has been cancele&l as provided in section 180. 03c, the treasurer ivin 
uotifv the proper insular internal revenue agent of the tax-payment of the spirits 
aud authorize their withdrawal for bottling or shipment as the case may be. The 
notice to the insular internal revenue agent must describe fully the liquors to be 
released. Thereat'ter, the spirits will be released for bottling or withdrawal in 
accordance with the proccdui'e prescribed in the regulations in this part in respect 
of spirits upon which the tax has been paid. (Secs. 3360 uud 4041, I. R, C, ) 

Src. 180. 93e. Usr. or CERYIFIOAEFs. 'l'he use of certifi&ates in respect of pay- 
ment of the rectification tax or wine tax, or the tiix on distilled spirits to be with- 
drawn and shipped to the United States in pa«kages, is not authorized and tax- 
paid stamps th&. refor will continue to be issued iii the manner provided by the 
regulations in this part. (Secs. 3360 and 4041, I. R. C. ) 

9. The purpose of these amendinents is to provide for the issuance of 
certificates, in lieu of tax-paid stamps by the deputy collector to con- 
note tax-payinent, of distilled spirits in Puerto Rico to be bottled, or 
withdrawn, f' or shipment to the United States. 

8. It is found that compliance with the notice and public rule-mak- 
ing procedure of the Administrative Procedure Act (5 U. S. C. 1001 
et se&l. ) is unnecessary in connection with the issuu, nce of these amend- 
ments for the reason that, the amendments relate basically to agency 
policy and practice. 

4. This Treasury Decision shall be effective on the thirty-first day 
after the date of its publication in the Federal Re 'ister. 

5. This Treasury Decision is issued under the authority contaiiie&'l 

in sections 8800(a), 8860, and 4041, Interns, l Revenue Code (U. S. C. , 
title o6, sections 8800 (a) i 8860 iild 4041). 

(ino. J. SCEIOFNExfAN, 
Corr&n&issr'oner of Internut ~e& r ni&e, 

Approved Deceinber o, 1040. 
JoiiN S. CIBAEEASE, 

Aet&'nrt becretrJry of the Treasury. 

(I'ublished in the Federal Register Deceiuber 0, 1949) 
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MISCELLANEOUS 

INTPXICATING LIQUPRS 

REGULAT!GNS No. 5 (ALGOIIOL TAE AGT). 1949-14 — 18125 
T. D, 57O7 

TITLE 27 — INTOXICATING LIQUORS. — CHAPTER 1, PART S. — LABELING AND 

ADVERTISING OF DISTILLED SPIRITS 

Amending Regulations No. 5 under the Federal Alcohol Adminis- 

tration Act. 
TREASURY DEPARTMENT, 

OFFICE OF CoilMISSIONER OF INTERNAL REVENUE) 
Was/un(/ton 85, D. C. 

To D~'strict Supermaors and Others Concerned: 
Notices of public hearings to be held in Washington, D. C. , on 

October 18 and 25, 1048, and in San Francisco, Calif. , on October 6, 
1048, with respect to certain proposals to amend Regulations No. 5, 
Relating to Labeling and Advertising of Distilled Spirits, were pub- 
lishecl in the Federal Register on August 25, 1948 (18 F. R. 4024 and 
4026). 

Upon tile conclusion of the said. hearing and after consideration 
of all relevant material submitted by interested persons in connection 
therev! ith regarding proposals numbered 1 — 15, inclusive, of the notice 
of hearing on the proposals "with respect to Scotch, Irish, and Cana- 
dian whiskies and types thereof and to other matters" and proposals 
numberecl 1 — 12, inclusive, of the notice of hearing with respect to 
"prescribing a standard of identity for vodka and for other purposes, " 
the following amendments to section 21, classes 1, 2(n), 2(o), 6, 8, 
and 0(a), section 84 (b), (d), (e), and (f), section 88(d), section 
80 (a), (c), ancl (e), and section 64(c) of said Regulations No. 5 
are hereby adopted, to become effective as stated: 

1. In order to permit, the labeling of "blended Scotch type whisky" 
with an unqualiiled age statement, instead of a statement of storage, 
for any "whisky" therein vvhich was stored in reused cooperage, even 
though such whisky was produced in tile United States, and to permit 
a statement of the age ancl percentage of each of the component 
whisl. -ies, the final unnumbered paragraph of section 80(a) (27 CFR 
5. 80(a) ) is arne!ided by changing the period at ihe end thereof to a 
colon and adding the followin~g proviso: 
Proeided, That this paragraph shall not apply to "blended Scotch type whisky' 
or to any whisky properly contained therein. 

6 
Section 89(c) (1) (27 CFR 5. 89 (c) (1) ) is amended by deletino' the 

rst two sentences and inserting in lieu thereof the following: 
(1) ln the case of blended Scotch type whisky, there shall be stated the a e of the malt whisky (or if there be tvvo or !nore malt whiskies, the 

voungest thereof) and the age of the other whisky (or if there be two or 
more other whisl-ies, the youngest of such other whiskies) together with the percentages by volume of the malt whisky a. nd of the other whisky therein The statement of ages and percentages shall be in the following form: ' The malt Ivhisky in this product is (years and/or months) old' percent malt whisk y, percent whisky, (yea s and/or months) 

! 

in the blend th 
old or, if more than one malt whisky or more than one other whisl y ls ' 

e relevant portion of such statement shall read "The malt 
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whiskies in this product are (vears and/or months) or more old" 
i ' and ' percent vvhisky (years an&1/or mouths) or more M, " 

as the case may be. 

and section 30(c) (1) (27 CFR 5. 30 (c) (1) ) is also further amended 
by adcling the folloiving paragraph thereto: 

In addition (but not as a substitute for the foregoing statement) a state- 
ment mny be ma&le of the ages and percentages of all of the malt whiskies 
and whiskies in the product. Such statement, if made, shall be in the fol- 
lowing form: " percent malt whisky years old. per- 
cent malt whisky, years old ' percent whisky, years 
old; anil percent ivhisky years old. " The age and percentage 
blanks shall be filled wiih the r&. spcctivc ages and per&. entages of each 
of the malt whiskies and whiskies in the product. 

These amendments relieve restrictions formerly contained in the regu- 
lations and shall become effective on the date of their publication in 
the Federal Register. 

2. In order to require that "blended Scotch type whisky" be com- 
posed entirely of whiskies by eliminating the present provisions per- 
mitting the use of not more than 80 percent by volume of neutral spirits 
and to require that all of the whisky in "blended Scotch type whisky" 
beaged for not less than 3 years in new plain, or reusecl, oak containers, 
section 21, class 2(n) (27 CFR 5. 21(b) (14) ) is amended to read: 

(n) "Bleu«'. &&1 Scotch type whisky" (Scotch type whisky — a blend) is a mir&ture 
n&ade outside Great Britain and composed of— 

(1) Not less than 20 percent by volume of 100' proof malt whisky or 
whiskies distilled in pot stills at not n&orc than 160' proof (whether or 
not such proof is subsequently &educed prior to bottling to not less than 
80' prooi) solely from a fermented mash of malted barley dried over peat 
fire and age&i for not less than 8 years in new plain, or reused, oak containers, 
and 

(2) Not snore than 80 percent by volume of vvhisky distilled at mon& than 
180' proof (whether or not such proof is subsequently reduced prio& to 
bottling to»ot less than 80' proof) aged for not less than 8 years in ncw 
plain, or roused, oak containers. 

and section 30(e) (1) (27 CFR 5. 30(c) (1)) is further amencled by 
deleting the third and four(h sentences tliereof. 

These ainendinents shall be& ome effective 3 years and 6 months after 
the date of publication in the Federal Register. 

3. In order to reinove from the standarcls of identity the standard 
for "blended Irish type whisl. -y" (Irish type vvhisky — a, blend), ai«l to 
remove from the regulations any recognition of this product as a. type 
of ivhisky, section 21, class 2 (27 CFR 5. 21(b) ) is aniendecl bv deleting 
subparagraph (0) (27 CFR 5. 21(b) (15)) thereof, section 34(f) (27 
CFH, Cuui. Supp. , 5. M(f) ) is am&sided by changing the parentheti- 
cal phrase in the third sentence thereof to read: 
(other than American type whisky and blended S&. oich type whisky) 

and section 30(c) (27 CFR 5. 30 (c) ) is amended by deleting the words 
"«nd blended iris type whist'y" froni the heading of this~subsection 
aild deleting paragraphs numbered (2) and (3) thereof. 

These amendme~nts shall become effective () months after the date 
of publication in the Federal Register. 

4. In order to require, where any of the specified types of whisky 
is composed of whisky or ivhiskies which frere produced in a couiitry 
other than that indicated by the r&'quired type designation, tlrat there 

e Cvoverninent label tlie & ountry of ori in of sucli ~vhi. -ky 
or whiskies and the percentage tliereof in the product, section 21, 
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class 9(a) (27 o. i CFR ". 01(i) (1) ) is an&ended by adding the following 

at the end thereof: 
h se t es is composed in part of whisky or whiskies pro- 

t l. n the Government label the 
in a forei country there shall be sta ec, on 

d th ntry of origin thereof. Such statement 

in direct conjunctiou with any age or percentage e of such whisky aud the coun ry 

statement which may be required under section 39 (27 CFR, ). 

and section M(f) (27 CFR, Cum. Supp. , 5. 34(f) ) is further amended 

by insertin& the following between the second and. third sentences 

tliereof'. 
In the case of any of t e ypes o w f th t e of whisky define(1 in any of the subsections of 

section 21, class 2 ( (o7 CFR . &1(b) ) which contains any whisl-y or whiskies pro- 
h 

duced in a country ot ier an . , l ~ th that inclicaterl by the type designation, there s all 

be stated on the Goverumen a e G . t 1: bel the percentage of such whisky and the couutry 

f. If an a e or percentage statemeut is required under section 
a: asa artof ori 

30 (27 CI'R 5. 39) the st, . teinent herein required shall appear p. ~ 

dire t conjunction ivith, such age and percentage statement. 

These amendments shall become eRective 6 months after the date of 

publication in the Federal Register. 
5. In order to specifically prohibit the use of the words "Scotch" or 

'H!ghlands" ancl similar words to designate products, other than 

Scotch type v;hisky, which were not produced in Scotland, section 21, 

class 8 (27 CI~R 5. 21(h) ) is amended by adding thereto a, new sub- 

section (d ) as follows; 
(d) The words "Scotch, " "Scots, " "Highland, " or "Highlands" and similar 

words connoting, indicating, or commonly associated with Scotland, shall not 

(except for the use of the word "Scotch" in the type designation "b! ended' Scotch 

tvpe v. hisl-y") be used to designate any product not wholly produced in Scotland. 

This amendment shall become eRective 6 months after the date of 
publication in the Federal Register. 

6. In order to provide a standard of identity for vodka section 21, 
class 1 (27 CFR, Cum. Supp. , 5. 21(a) ) is amended by adding thereto 
a net subsection (a) to read as follows: 

(u) "Vorlka" is neutral spirits distilled from any material at or above 190' 
proot, reduced to not niore than 110' proof aml not less than 80' proof and, after 
such reduction in proof, so treated by one of the following methods as to be 
without disiiuctive character, aroma, or taste: 

(1) By causing the distillate to flow continuously through a tank or 
a series ot tanl-s cont" inin, at least Ii/i pounds of charcoal for each gallon 
of distillate contained therein at any one time so that the distillate is in 
intimate contact with the charcoal for a period of not less than 8 hours, not 
less than 10 percent of the charcoal being replaced by new charcoal at the 
espiration of each 40 hours of operation, at a rate which will replace at 
least 6 pounds of cha. rcoal for every 100 gallons of spirits treated; 

(2) By I'ceping the distillate in constant movement by mechanical means 
in contact for not less than 8 hours with at least 6 pounds of new charcoal 
for every 100 gallons of distillate, 

(3) By purifying or refining the distillate by any other method which 
the Deputy Coznmissioner finds will result in a product equally without dis- 
tinctive character, aroma, or taste, and which laas been approved by him. 

After such treatment the distillate is stored in metal, porcelain or glass con- 
tainers or parafiin-lined tanl-s, and bottlerl at not less than SO' proof. If any 
flavoring ruaterial is added to the distillate it shall be designated "flavored vodka" 
and may be further qualified with the name of the fiavoring material used. 
This amendment shall become eRective 1 year after date of publication 
in the Federal Register. 

7. In order to prescribe standards of identity for bourbon and rye 
liqueur. - and for "rock and rye " "rock and bourbon, " "rock and rum&" 
and "rocl- alld brandy, " section 21, class 6 (27 CFR 5. 21(f) ) is amended 
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by adding at the end thereof the following two rlew subsections (e) 
and (y): 

(c) Rye lfq«cur, bourbon liqueur. — "Rye liqueur, " "bourbon liqueur" (rye, 
bourbon cordial) are liqueurs, bottled at not less than 00' proof, in which not less 
that Gl percent, on a proof basis, of the distilled spirits used are, respectively, 
rye or bourbon whisky, straight rye or stra. ight bourbon whisky, or whisky 
distilled f rom a rye or bourbon mash, and which possess a predominant 
characteristic bourbon or rye flavor derived from such whisky. 

(f') Roclc &en&i rpe, rock and bo&crbon, roclc un&i brandy. roolc and r«m. — "Rock 
and rye, " "rock and bourbon, " "rock and brandy, " "rock and rum" are liqueurs, 
bottled at not less than 4S' proof, in which, in the case of rock and rye aud rock 
and bourbon, not less than 51 percent, on a proof basis, of the distilled spirits 
used are, respectively, rve or bourbon whisky, straight rye or straight bourbon 
whisky, or whisky distilled from a rye or bourbon mash, an(1, in the case of 
rock and brandy and rock and rum, the distilled spirits used are all grape brandy 
distilled at not in excess of 170 proof or rum, respectively; containiug rock 
candy or sugarsirup, with or without the addition of fruit, fruit juices, or 
other natural flavoring materials, and possessin, respectively, a predominant 
characteristic rve, bourbon, brandy, or rum flavor derived from the distilled 
spirits used. 

This amendment shall become effective 6 lnonths after date of publica- 
tion in the Federal Register. 

8. In order to prohibit a bottled highball, cocktail, or other prepared 
specialty from bearing a designation indicating that it is composed of 
a certain class or type of distilled spirits unless it, is in fact so com- 
posed. , section 34(b) (27 CI&'R, Cum. Supp. , 5. 34(b) ) is anlendecl by 
adding the following sentence at the end thereof: 
No highball, cocktail, or other prepared specialty shall bear a designation, 
whether through trade understanding or otherwise, wbi& h indicates that it is 
composefl of a certain class or type of distilled spirits, unless, in fa«t, the distilled 
spirits used in its preparation conform to such class or type. 

This amendment shall become effective 6 months after d'lte of publica- 
tion in the I&"ederal Register. 

9. In order to require that, as to distilled spirits treatecl with wood 

chips or storecl in reused cooperage in the future, the statements 
"colored and favored with wood chips" and "distilled froln lye (or 
bourbon, wheat, malt. , nr rye malt) mash, " now rc«luired by sections 

34(d) allied 34(e) (27 Cl& R, Cum. Supp. , 5. 34(d) and 27 CFR 5. 34(e) ) 
to be stated in direct conjunction with the class and type clesignations 
of certain distilled spirits, be stated as a part of such class and type 
designation, section 34(d) (27 CFR, Cum. Supp. , 5. 34(d) ) and section 

34(e) (27 CI&'R 5. 34(e) ) are dnlended by deleting the wor&ls "in direct, 

conjunction. with" appearing in each of these subsections in the 

phrase """ '"' "' there shall be stated in direct conjunction with the 
class and type designation 

' * '"" and. inserting in lieu thereof 

This amendment shall become effective l month after «late of publi- 

cation in the I& ederal Register but shall have no eRect upon the label- 

in&r of existino stocks of distilled spirits so treated or storecl prior 

to that date, b" ndles 10. In order to permit, only in the case of. such lvhiskies and bran les 

as may be, but are not r~equired to be, labeled wi(h an a&re statement, 

general inconspicuous references to age an n . ' 
y d nlaturit, re»ardless of 

whe her or not the labels of the products contain the optional age 

statement, section 39(&, ) (5) (27 CI&'R 5. 39(e) (5)) is amended by 

chan»in» the period at the end of the first sentence to a colon and 

adding the following proviso: 
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provided, That the labels of such whiskies and brandies as are not required to 

bear a statement of age on the label may contain general inconspicuous age, 

maturity or other similar representations even though the label does not bear 

the optional age statement. 

and section 64(c) (27 CFR 5. 64(c) ) is amended by adding at the end 

thereof the following sentence: 

An advertisement for any whisky or brandy which is not required to bear a 

statement of age on the label ma. y, however, contain general inconspicuous age, 

maturity or other similar representations even though the optional age statement 

does not appear oii the label of the advertised product and in the advertisement 

itself. 

These amendments relieve restrictions previously contained in the 

regulations and shall become effective on the date of publication in the 

Federal Register. 
11. In order to permit the elimination of the word "other, " as applied 

to v;hiskies other than straight whiskies, in the age and percentage 
statement required to appear on the labels of blended whiskies, section 

89(a) (8) (27 CFR 5. 89(a) (8)) is amended by deleting the word 
"other" from the required age and percentage statements set forth in 
quotation marks in the second paragraph thereof. 

This amendment relieves a restriction previously contained in the 
regulations and shall become effective on the date of publication in the 
Fecleral Register. 

12. In order to permit a, sta. t, ement of the predominant type of 
straight whisky in the designation of blends of straight whiskies which 
are composed of 51 percent or more of one type of straight whisky, if 
the percentage of this type in the blend appe;irs on the back label, sec- 
tion 89(a) (4) (27 CFR 5. 89(a) (4)) is amended by changing the 
period at the end of the second sentence thereof to a colon and adding 
the following proviso to that sentence; 
provided, That, if the product is composed of 51 percent or niore, bnt less than 
100 percent, of one type of straight whisky and the class ancl type designation con- 
tains a r«fcren«c to this predominant tvp, the required statement shall contain 
a statement of tl'e percentage of tl. is predominant type in the product as follows: 
'The straight whiskies in this product are (years and/or inonths) or more 
oldl, percent straight whisky, " the blanl-s to be filled in with the 
appropriate age, percentage, and type statements. 

This amenclment conforms to the present administrative interpretation 
of the regulations, imposes no new restrictions, and shall become effec- 
tive on the date of publication in the Federal Register. 

18. In order to permit the statement, "certified color added" in lieu 
of the statement 'artificially colored" upon the labels of distilled 
spirits where the latter statement would be required solely because 
the product contains coloring materials which have been certified as 
suitable for use in foods by the Foocl and Drug A. dministrationi section 
88(d) (27 CFR, Cum. Supp. , 5. 88(d) ) is amended by changing the 
period at the end thereof to a colon and adcling the following further 
proviso: 
Aad provided farther, That where such statement would be required solely iiv 

o colorin, „materials which have been certified as suitable 
for use in foods by tlie Food and Drug Administration, there may be stated, in 
lieu of "artificially colored, " the phrase "certified color added. " 
This amenclnient relieves a restriction presently contained in the regu- 
lations and shall become effective on the date of publication in the 
I~ ecleral Register. 
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(This Treasury Decision is issued pursuant to and under the author- 
ity containecl in section 5 (e) and (f ) of the Federal Alcohol Admin- 
istration Act, as amended (27 U. S. C. 205 (e) and (f) ), Reorganiza- 
tion Plan No. III, paragraph 2 (54 Stat. 1282), section 8170 of the 
Internal Revenue Code (58 Stat. 878) and section 161 of the Revised 
Statutes (5 U. S. C. 22'). ) 

CARROLL E. MEALEY, 
DeputyCommI'ssioner of Internal Eer c»«c. 

Approved Jur!e 22, 1949. 
FRED S MARTI N 

Act& rgr Commissioner of Internal Reve»«e. 
T!IO~!As J. LYvCII, 

Acting Secretary of the Treasury. 
(Published in the &'edcral Register June 29, 1040) 

REGULAT!oNS No. 7 (ALCO!roL Thx AcT) . 1949-28-13227 
T. D. 5i:) 5 

TITLE 27 — INTOXICATING LIQUORS. — CHAPTER I, PART 7. — LABELING AX I& 

ADVERTISING OI' I&IALT BEVERAGES 

Amending Regulations No. 7 under the Federal Alcohol Admin 
istration Act. 

TREAsURY DEI'ART!TENT& 
OPEICE oE COMM!ss!ONER or INTERvAI, REvrNUE, 

Washi»gton 85, D. C. 
I'o District Supervisors and Others Concerned: 

In view of the amend!»ent of sec(i!&» 8157(a) of the Internal Reve- 
nue Code by Public Law 201, approved Au&rust 28, 1949 [page 270, this 
Bulletin], providing for the bottling» of I»;!lt beverages on brewery 
premises before the tax thereon is paicl, section 20 of Regulations X&&. 7, 
Relatino' to the I. abeli»g a»cl Advertising of I!brit llcverages (27 ('ITR, 
section . 22), is arne»!led as follous: 

1. Pa!-, !graph "(a)" is amend! &1 by strikin&v out, subparagr! ph "(4)" 
thereof ruul by renumbering subparagraph ' (5)" as "(4)". Labels or 
containers bearing the data heretofore p! escribed by subparagr;!ph 
"(4)" may be used until March 1, 1950, the eQ'ective !late of the a»re»d- 
ment of section 8157(a) of the I»ternal Revenue Code. 

2. It is foul!d that co»!plia»ce with the notice a»d public rule-mak- 
ing proceclure of. section 5 of the I& ederak A. lcohol Administration A! t 
(27 U. S. C. 205) and of the Arlmi»istr;!tive I'rocedure Act (5 U. S. C. 
1001 et seq. ) is unnecessa! y i» co»nection with the issuance of this 
amend!!re»t. since the cha»&ve is required to co»for»! the regulations 
to chanoes in the applicable la!v. 

3. This regulation shall be ekFectivc on the date of its publication 
in the I&'eder~al Reoister. 

W. H. KENNEDY, 

. actin g Deputy Con»missioner of Interna/ E& v&" &i «c'. 

Approvecl October 17, 194). 
DANIEI, A. Hol. !cr!, 

Acting Comnrissioncr of Internal I& & "venue. 

THOI&XAS J. LYNCII& 
Acting Secretary of the Treasury. 

(Published in the 2'ederal Register October 21, 1940) 
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OLEOMARGARINE n 

1949 — 14 — 13126 
MS. 886 

Schedule of oleomargarine produced and materials used during the month of 3fay, 
19qf9, as compared zotth Maih 79/8 

May, 1949 May, 1948 

Total production of uncolored oleomargarine . 
Total withdrawn tax-paid 

Ingredient schedule of uncolored. oleomargarine: 
Butter flavor 
Coconut oil 
Corn oil. 
Cottonseed oil. 
Derivative of glycerin. 
Diacctyl 
Lecithin 
nf'fjk 
Monostearine 
Neutral lard 
Oleo oil 
Oleo stearine 
Oleo stock 
Peanut oil 
Salt 
Soda (benzoate of) 
Soybean flakes. 
Soybean oil 
Sodium sulpho acetate 
Soybean stearine 
Vitamin concentrate 

Total 

Total production of colored oleomargarine 

Total withdrawn tax-paid 

Ingredient schedule of colored oleomargarine: 
Butter flavor 
Coconut oil 
Color 
Corn oil 
Cottonseed oil 
Derivative of glycerin 
Diacetyl 
Lecithin 
Mfik 
zhlonostesrine 
Neutral lard 
Oleo oil 
Oleo stock 
Peanut oil 
Salt 
Soda (benzoate of) 
Soybean oil 
Soybean stearine 
Vitamin concentrate 

Total 

Pouzzds 
49, 185, 173 

50, 362, 940 

7, 642 

5, 550 
25, 686, 672 

71, 051 
74 

88, 068 
8, 296, 118 

43, 341 
334, 159 
274, 743 
270, 011 

67, 750 
I, 213 

I, 481, 344 
34, 810 

480 
13, 493, 175 

4, 191 

7, 573 

50, 167, 965 

10, 427, 486 
~ 

IO, 052, 547 
~ 

4, 901 

5, 854 

4, 873, 571 
14, 262 

12 
19, 138 

I, 749, 958 
5, 421 

16, 420 
24, 986 
9, 150 
I, 566 

319, 291 
6, 014 

3, 528, 703 

I, 490 

10, 580, 737 

Pounds 
76, 718, 271 

74, 863, 462 

542 
18, 500 

118, 849 
36, 898, 572 

127, 807 
303 

109, 554 
12, 926, 952 

69, 303 
41, 745 

236, 980 
225, 118 

1, 035 
I, 692, 878 
2, 3', 193 

58, 308 
240 

23, 058, 177 
6, 044 

81 
10, 898 

77, 935, 079 

7, 245, 554 

5, 944, 079 

106 
466, 700 

3, 849 
4, 601 

3, 151, 706 
10, 810 

80 
10, 480 

I, 232, 911 
3I 431 

74, 456 
228, 247 

3, 511 
2, 12o, 098 

9 
737 

7, 316, 732 

~ SB figures are subject to revision until published in the Commissioner's annual report. 



259 [xrf isc. 

1949-17 — 18167 
MS. 887 

Schedule of oleomargarine produced and materials used during the month of 
June, 19719, as compared uith June, 19718 

June, 1949 June, 1918 

Total production of uncolored oleomargarine 

Total withdrawn tax-paid 

Ingredient schedule of uncolored oleomargarine: 
Butter flavor 
Coconut oil 
Corn oil 
Cottonseed oil 
Derivative of glycerine 
Diacetyl. 
Lecithin 
Milk 
Monosttearine 
Neutral lard 
Oleo oil 
Oleo stearine 
Oleo stock. 
Peanut oil 
Salt 
Soda (benzoate of) 
Soya bean flakes 
Soya bean oil 
Sodium sulpho acetate 
Snye bean stoarine 
Vitamin concentrate 

Total 

Total production of colored oleomaroarine 

Total withdrawn tax-paid 

Pounds 
51, 435, 110 

50, 826, 300 

4, 792 

9, 932 
27, 023, 180 

76, 990 
97 

92, 577 
8, 648, 708 

46, 221 
335, 902 
27S, 509 
29R, 511 

56, 950 
915 

1, 549, 774 
SR, 489 

425 
13, 728, 740 

8, 320 

52, 199, 092 

12, 155, 163 

11, 151, 736 

Pounds 
69, 484, 342 

64, 430, 429 

2. 046 
156, 840 
76, 458 

28, 981, 101 
109, 286 

353 
98, S25 

11, 719. 072 
59, 936 

540, 910 
316, R75 
300, 790 

41i, 847 
2. 377, 538 
2, 235, 345 

51, 937 
95 

23, 764, 140 
6, 793 
'100 

10, 670 

70, 856, 027 

6, 385, 042 

4, 971, 279 

Ingredient schedule of colored 
llutter flavor 
Coconut oil 
Color 
Col, tonseed oil 
Derivative of glycerine 
Diacetyl 
Lecithin 
Milk 
Monostearine 
Neutral lard 
Oleo oil 
Oleo tock 
Peanut oil 
Salt 
Soda (benzoate of) 
Soya bean oil 
Soya bean stearine 
Soya bean fiakes. 
Vitamin concentrate 

Total. 

oleomargarine: 
4, 401 

7, 134 
5, 705, 142 

14, 933 
35 

22. 329 
2. 01 8. 925 

8, 889 
28, 253 
43, 826 
16, 200 
2. 112 

374, 033 
8, 910 

4, 061, 458 

150 
1, 790 

12, 318, 520 

169 
6S, 095 

4, 427 
2, 368, 420 

11, 857 

8, 128 
1, 066, SR I 

2, 172 
5, 851 
5, 275 

100 
155, 132 
19S, si52 

3, 358 
2. 559, 743 

125 
2, 805 
1, 155 

6, 462, 244 



Misc. ) 260 

1949-19 — 13186 
MS. 388 

Schedule of oleomargarine produced and materials used during the month of 
Zutg, 19!f9, as compared with t'uty, 19/8 

July, 1949 July, 1948 

Total production of uncolored oleomargarine 

Total withdrawn tsx-paid 

Ingredient schedule of uncolored oleomargarine: 
Butter flavor 
Coconut oil 
Corn oil 
Cottonseed oil 
Derivative of glycerine 
Discetyl 
Lecithin 
Milk 
Monostearine 
Noutra! lard 
Oleo oil 
Oleo etearine 
Oleo stock 
Peanut oil 
Salt 
Soda (benzoate of) 
Sodium sulpho acetate 
Soya bean flakes 
Soya bean oil 
Vitamin concentrate 

Total 

Pcuurfh 
45, 426, 122 

44, 974, 648 
i 

5, 481 

12, 425 
24, 093, 490 

65, 825 
36 

82, 405 
7, 605, 459 

40, 215 
224, 254 
184, 082 
176, 922 
42, 900 
10, 580 

1, 379, 788 
33, 941 

335 
12, 157, 797 

7, 617 

46( 123, 552 

Peuude 
44, 068, 288 

48, 459, 117 

1, 425 
27, 210 

394, 957 
17, 195, 297 

64, 079 
177 

63, 856 
7, 388, 294 

39, 621 
59, 006 
85, 070 

275, 953 
15, 250 

1, 718, 154 
1, 360, 748 

32, 573 
3, 906 
1, 349 

15, 973, 162 
6, 402 

44, 706, 489 

Total production of colored oleomargarine 

Total withdrawn tax-paid 10, 391, 562 7, 395, 559 

10, 691, 497 8, 485, 697 

Ingredient schedule of colored ol 
Butter savor 
Coconut oil 
Color . 
Corn oil 
Cottonseed oiL 
Derivative of glycerine 
Diacetyl 
Lecithin 
Milk. 
M onoetcarine 
Neutral lard 
Oleo oil 
Oleo stock 
Peanut oiL 
Salt 
Soda (benzoate of) 
Soya bean oil 
Soya bean flakes . 
Vitamin concentrate 

Total 

eomargarine: 
2, 729 

5, 958 
100 

4, 788, 762 
14, 676 

15 
20, 442 

1, 760, 073 . 
6, 034 
8, 170 

11, 785 
3, 200 
1, 222 

332, 123 
6, 465 

3, 860, 997 

1, 677 

10, 824, 428 

785 
223, 740 

6, 792 
10, 785 

3, 118, 573 
14, 148 

13 
10, 402 

1, 425, 164' 
3, 986 

37, 055 
20, 452 

650 
144, 100 
260, 235 

4, 583 
3, 307, 478 

2, 461 
1, 180 

8, 597, 582 



261 ['51ise. 

1949-21-]3212 
%IS. 339 

Hchedule of oleomargarine produced and materials used during the ntonth of 
August, 19179, as compared toitlt August, 19718 

August, 1949 August, , 1948 

Total production of uncolored oleomargarine 

Total withdrawn tax-paid 

Poa'ndh 
63, 245, 187 

64, 334, 954 

Poaadk 
65, 556, 399 

66, 225, 419 

Ingredient schedule of uncolo 
Butter flavor 
Coconut oil 
Corn oil. 
Cottonseed oil 
Derivative of glycerine 
Diacetyl 
Lecithin. 
Milk 
Monostearine 
Neutral lard 
Oleo oil 
Oleo stearine 
Oleo stock 
Peanut oil 
Balt . 
Soda (benzoat, e of) 
Sodium sulpho acct. ate 
Soya bean flakes 
Soya bean oil. 
Vitamin concentrate 

red oleomargarine: 
7, 823 

43, 504 
30, 596, 240 

97, 244 
66 

114, 109 
10, 575, 621 

122, 363 
400, 960 
313, 028 
264, 740 
71, 3GO 

236 
1, 974, 808 

50, 945 

475 
19, 643, 788 

10, 304 

1, 717 
49, 000 

435, 857 
27, 89G, 160 

101, 310 
33S 

98, 134 
10, 993, 652 

59, 201 
346, 441 
254. 3S3 
239, 715 

42, 593 
1, 239, 017 
2, 034, 649 

47, 164 
5, 749 

687 
22, 965, 302 

9, 803 

Total 

Total production of colored oleomargarine 

Total withdrawn tax. -paid 

Ingredieut schedule of colored oleomargarine: 
Butter flavor 
Coconut oil 
Color 
Corn oil 
Cottonseed oih 
Derivative of glycerine 
Diacetyl 
Lecithin. 
Milk 
Monostearine 
Neutral lard 
Oleo oil 
Oleo stock 
Peanut oil 
Sa)t 
Soda (benzoate of) 
Soya bean flakes 
Soya bean oil 
Vitamin concentrate 

Total 

64, 217, 614 

15, 861, 106 

15, 011, 400 

3, 132 

9, 479 
3, 214 

7, 003, 811 
21, 996 ' 

24 
27, 930 

2, 475(, 585 
11, 151 
28, 874 
44, 962 
16, 650 

349 
505, 2(7 

10, 470 
1, 095 

5, 779, 547 
2, 400 

15, 945, 946 

66, 820, 879 

7, 778, 620 

6, 632, 829 

120 
156, 820 

3, 891 
22, 372 

'. 1, 042, 064 
12, 926 

9 
10, 535 

1, 333, 513 
3, 258 

16, 529 
14S, 744 

2, 400 
46, 260 

245, 443 
4, 437 
3, 375 

2, 948, 561 
1, 100 

8, 002. 407 



Misc. ] 262 

1949 — 23 — 1M28 
MS. 340 

8chetttsle of oleomargarine trrorifsce(t an(I materials fsseit (tiring the month of 
October, 19$9, as comgared saith, October 19778 

September, 
1949 

September, 
1948 

Total production of uncolored oleomargarine 

Total withdrawn tax-paid 

Ingredient schedule of uncolored oleomargarine: 
Butter flavor 
Coconut oil. 
Corn oil 
Cottonseed oil 
Derivative of glycerine 
Diacetyl 
Lecithin 
Milk 
Monostearine 
Neutral lard 
Oleo oil 
Oleo stearine 
Oleo stock 
Peanut oil 
Salt 
Soda (benzoate of) 
Sodium sulpho acetate 
Soya bean flakes 
Soya bean oil 
Vitamin concentrate 

Total 

Total production of colored oleomargarine 

Total withdrawn tax-paid 

d oleomargarine: Ingrediont schedule of colore 
Butter flavor 
Coconut oiL 
Color 
Corn oil 
Cottonseed oil 
Derivative of glycerine 
Discetvl. 
Lecithin 
Milk 
Monostearine 
Yeutral lard 
Oleo oil 
Oleo stock 
Peanut oil 
Salt 
Soda (benzoate of) 
Soya bean oil 
Soya bean flakes 
Vitamin concentrate 

TotaL 

Pounds 
56, 967, %4 

Go, 648. 782 

6, 435 

27, 027 
24, 478, 595 

94, 735 
188 

108, 191 
9, 537, %5& 

44, 468 
254, 817 
217, 914 
275, 2% 
49. 410 

642 
I, 715, 556 

44, 40S 

865 
20& 977, 032 

9& 315 

57, 842, 409 

17, 440, 044 

15, 52, '1, 237 

3, 313 

0, 561 
75 

7, 597, 820 
23. 985 

33, 734 
2, 949, 894 

13, 003 
Pk 920 
20, 9~86 

7, 650 
193 

542, 577 
12, %4 

6, 763, %5 

2, 817 

17, 996, 342 

Pounds 
71. 071, 081 

6S, 163, 566 

1, 576 
51, 905 
32, 572 

35, 771, 204 
119, 8&(1 

377 
105, 379 

11, 84il, 241 
63, 617 

276, 942 
228, 892 
305, 014 
36, 245 

385, 633 
2, 174, 434 

51, 408 
5, 225 

285 
20, 536, 408 

10, 515 

72, 006, 753 

9, 362, 232 

7& 693, 585 

256 
248, 440 

7, 578 
4, 204 

3, 706, %4 
16, 893 

33 
13, 430 

1, 647&483 
4, 347 

16, 074 
11, 886 
2, 100 

11, 598 
289, 546 

5, 067 
3, 486, 322 

3, 870 
1, 273 

9, 477, 304 



263 [r5rIisc. 

1949-25-13250 
MS. 341 

8chedtsle of oleomarparine flrodtfced and materials used dnrinp the 
October, 19)0, as compared toith October, 19)8 

month of 

October, 1949 October, 194S 

Total production of uncolored oleomargarine 

Total withdrawn tax-paid 

Pounds 
57, 233, 966 

56, 104, 288 

Pox nds 
70, 285, 346 

69, 691, 493 

'fngredient scherlule of uncolore 
Butter flavor. 
Coconut oil. 
Corn oil 
Cottonseed oil 
Derivative of glycerine 
Diacetyl 
Lecithin. . 
Milk 
Monostearine 
Neutral lard 
Oleo oil 
Oleo stcarine 
Oleo stock 
Pee, nut oil 
Sait 
Soda (benzoate of) 
Sodium sulpho acetate 
Soya bean flakes 
Soya bean oil 
Vitamin concentrato 

d oleomargarine: 
o, 263 

12, 475 
23, 341 

26, 422, 406 
94, 615 

138 
109, 373 

9, 622, 070 
45, 873 

299, 142 
229, 369 
242, 570 

27, 420 
'152 

1, 729, 489 
40, 708 

380 
19, 171, 029 

9, 049 

1, 659 
4, 330 
1, 908 

40, 435, 028 
108, 544 

358 
110, 443 

11, 647, 762 
61, 327 

328, 069 
251, 687 
147, 804 
30, 175 
59, 881 

2. 129, 598 
50, 956 
5. 136 

430 
15, 830, 828 

10, 198 

Total 

Total production of colored oleomargarine 

Total withdravm tax-paid 

Ingredient schedule of colored oleomargarine: 
Butter flavo 
Coconut oil 
Color 
Corn oil 
Cottonseed oil. 
Derivative of glycerine 
Dis cetyl 
Lecithin. 
Milk 
Monosteariue 
Neutral lard 
Oleo oil 
Oleo stock. 
Peanut oiL 
Salt 
Soda (benzoate of) 
Soya bean flake 
Soya bean oil. 
Vitamin concentrate 

Total 

5S, 085, 062 

18, 236, 746 

17, 854, 150 

3, 305 

10, 925 

9, 305, 158 
24, 231 

33 
33, 273 

'3, 053, 449 
15, 097 
24, 769 
33, 0()0 

7, 250 
2, 274 

565, 087 
13, 491 

5, 459, 911 
3, 011 

18, 554, 324 

71, 196, 121 

9, 340, 777 

8, 630, 742 

127 
49. 362 

4, 898 
911 

, 5. 291, 365 
13, 850 

42 
13, 720 

h 583, 077 
4, 677 
3, 100 
4, 700 
2, 200 
2, 326 

3&7, 487 
5, 260 
3, 395 

2, 194, 364 
1, 219 

9, 466, OSO 



Misc. ] 264 

TOBACCOo 

1949 — 16-13141 
T. 289 

Xanufactttred tobacco produced and remoced for consumption, by classes, dtsring 
the months January through 7jfay, 1949, compared tcith the same months of 
19)8 

Production 
Tsv-paid 

Removed. 

Tax-free 

Plug 
Twis't 
Fine cut 
Scrap chewing 
Smoking 
Snuff 

Jannary, 
1949 

Pounds 
3, 107, 865 

475, 696 
227, 891 

3, 406, 115 
7, 385, 824 
3, 427, 486 

January, 
1948 

Pounds 
3, 516, 378 

464, 117 
363, 354 

3, 383, 002 
8, 016, 503 
3, 488, 974 

Tsnuary, 
1949 

Pounds 
3, 642, 349 

440, 78O 
215, 219 

3, 21 6, 838 
7, 266, 434 
3, 435, 815 

January, 
1948 

Pounds 
3, 833, 832 

464, 945 
326, 755 

3, 204, 522 
7, 936, 351 
3, 481, 393 

January, 
1949 

Pounds 
163, G34 
57, 005 

1, 349 
130, 386 

January, 
1948 

Pounds 
125, 822 
56, 740 

1, 501 
153, 385 

648 

Total 18, 030, 877 19, 232, 328 18, 217, 444 19, 247, 798 352, 374 338, 096 

February, 
1949 

February, 
1948 

February, 
1949 

February, 
1948 

February, February, 
1949 1948 

Phlg 
Twist. . 
Fine cut 
Smcp chewing 
Smoking 
Snuff 

3, 009, 434 
454, 286 
206, 868 

3, 097. 003 
7, 548, 300 
3, 260, 161 

3, 521, 797 
453, 913 
334, 305 

3, 183, 326 
7, 791, 083 
3, 264, 989 

2, 835, 662 
372, 050 
208, 867 

2, 924, 284 
7, 2G3, 171 
3, 268, 807 

3, 219, 060 
113, 523 
297, 419 

3, 061, GOO 

7, 474, 367 
3, 227, 774 

179, 435 
581 650 

1, 754 
150 748 

1, 458 

118, 948 
36, 885 

2 
479 

313, 608 
1, 377 

Total 17, 576, 052 18, 549, 413 16~ 872, 841 1'7, 693, 842 392, 045 471, 299 

Plug 
Twist 
Fine cut 
Scrap chewmg 
Smoking. 
Snuff 

March, 
1949 

3, 729, 133 
534, 368 
213, 07G 

3, 141, 423 
9, 567, 237 
3, 695, 195 

March, 
1948 

3, 910, 307 
473, 297 
32", 188 

3, 560, 150 
8, 910, 408 
3, 878, 937 

March, 
1949 

3, 409, 574 
432, 342 
222, 474 

3, 364, 290 
9, 382, 388 
3, 686, 211 

March, 
1948 

3, 622, 552 
421, 302 
394, 988 

3, 492, 491 
8, 819, 143 
3, 834, 595 

March, 
1949 

111, 306 
69, 015 

1, 930 
191, 478 

2, 119 

March, 
1948 

188, 713 
33, 104 

1, 054 
227, 962 

870 

Total 20, 880( 432 21, 055, 287 20, 497, 279 20, 585, 071 375, 848 451, 703 

A. pril, 
1949 

April, 
1948 

April, 
1949 

April, 
1948 

April, 
1949 

April, 
1948 

Plu 
Twist 
Fine cut, 
Scrap chewing 
Smokin 
Snuff 

3, 3G5, 920 
457, 585 
201. 689 

2, 915, 108 
8, 534, 807 
3, 253, 556 

4, 199, 537 
461, 587 
220, 184 

3, 376, 808 
9, 692, 591 
3, 389, 562 

3, 211, 3fi4 
390, 628 
211, 440 

2, 939, 733 
8, 318, 901 
3, 274, 723 

3, 663, 185 
395, 277 
220, 633 

3, 323, 523 
9, 402, 168 
3, 449, 623 

33'7, 133 
55, 242 

818 
260, 003 

621 

213, 426 
57, 845 

1, 339 
267, 241 

1, 707 

Total 18, 728, 665 21, 340, 269 18, 346, 798 20, 454, 409 653, 817 541, 558 

May, 1949 May, 1948 May, 1949 May, 1948 May, 1949 May, 1948 

Phlg 
Twist . 
Fine cut 
Scrap chewing 
Smoking 
Snuff 

3, 655, 075 
490, 254 
256, 088 

2, 824, 576 
10, 119, 557 
3, 245, 867 

3, 414, 895 
443, 319 
2] 7, 318 

3, 270, 114 
9, 014, 972 
3, 175, 719 

3, 419, 058 
392, 900 
255, 226 

2, 934, 155 
9, 777, 307 
3, 340, 061 

3, 389, 051 
407, 716 
228, 934 

3, 361, 050 
9, 081, 710 
3, 213, 778 

30, 808 
103, 380 

967 
184, 400 

1, 660 

138, 369 
53, 260 

1, 380 
237, 655 

756 
Total 20, 591, 417 19, 536, 337 20, 118, 707 19, 682, 239 321, 215 431, 420 

~ All Qgutes arc subject to revision until published in the Commissioner's annual rcport. 



265 [Mise. 

1949-17-1316S 
T. 241 

jianufactured tobacco produced and removed for consumption, by classes, during the month of June, 19!79, compared urith June, 19!78 

Production 

Tsx-paid 

Removed 

Tax-free 

June, 1949 June, 194S June, 1949 June, 1948 June, 1949 June, 1948 

Plug 
Twist 
Fine-cut che~ing 
Scrap chewing 
Smoking 
Snuff 

J ounds 
4, 000, 505 

500, 947 
250, 812 

3, 805I, 800 
9, 74(I, 957 
3, 435, 133 

Pounds 
3, 704, 049 

4S1, 163 
256, 647 

3, 733, 302 
9, 251, 250 
3, 510, 795 

Pounds 
3, 724, 868 

4?1, 498 
251, 994 

3, 767, 945 
9, 640, S96 
3, 378, 580 

Pounds 
3, 691, 869 

426, 609 
258, 377 

'3, 743, 771 
9, 124, 850 
3, 537, 486 

PounCh 
150, 336 
80, 179 

1, 469 
186, S07 

1, 210 

Pounds 
226, 496 

76, 986 

701 
159, 489 

1, 099 

Total 
j 

21, 740, 154 20, 937, 206 21, 185, 781 20, 782, 962 420, 001 464, 771 

1949 — 19-131S7 
T. '248 

Manufactured tobacco producefl and removed for consumption, by classes, during 
the xnouth of July, 19i(9, compurefl uith July, 19!(8 

Production 
Tsx-paid 

Removed 

Tax-frce 

July, 1949 July, 1948 July, 1949 
~ 

July, 1948 July, 1949 July, 1948 

Plug 
Twist 
Fine-cut chewing 
Scrap chewing 
Smoking 
Snuff 

Pounds 
3, 360, 673 

388, 514 
207, 231 

2, 961, 287 
7, 311, 260 
2, 395, 732 

PounCk 
3, 591, 297 

454, 174 
229, 836 

3, 116, 039 
7, 548, 216 
2, 949, 764 

PounCh 
3, 491, 198 

328, 495 
199, 5SS 

3, 286, 4, I9 
7, 2((2, 132 
2, 418, 030 

Pounds 
3, 815, 845 

394, 376 
222, 616 

3, 127, 041 
7, 359, 300 
2, 942, 030 

Pounds 
132, 238 

4, 000 

1, 817 
197, 093 

1, 014 

Pounds 
150, 559 
24, 570 

497 
138, 980 

3'I7 

Total 16, 624, 697 17, 889, 326 16, 925, 902 17, 861, 208 336, 162 314, 963 

1949 — 21 — 13213 
T. 245 

lfanufactured tobacco produced and removed for «onsutnption, by classes, du&ing 

the month of August, 19!79, compared (vith August, 19!(8 

Production 
Tax-paid 

Removed 

Tox-frcc 

August, 
1949 

Au ust, 
1948 

Au ust, 
1IJ49 

August, 
1948 

August, 
1949 

August, 
1948 

Plug 
Twist 
Fine-cut chen ing 
Scrap chewing 
Smoking 
Snuff 

Pounds 
4, 019, 608 

456, 359 
265T 041 

4, 098, 454 
10, 308, 102 
3, 838, 167 

Pounds 
4, 214, 934 

453, 889 
251, 411 

3, 957, 930 
'J, 389, 67 5 

3, 342, 382 

Pounds 
3, 835, 138 

389, 635 
2i0, 4i2 

4, 028, 889 
9, 796, 866 
3, 798, 008 

PO II TI If s 
3, 884, 604 

430, 9ii 
255, 03G 

3, 877, 502 
5, 997, 49( 
3, 2 1, 815 

Pounds 
3], Ci2S 

79, 285 

7 973 
2 4, 538 

2, 53(i 

PO II Tl Iik 
283, 3. i( 

26, ssti 

1, 510 
214, 139 

1' 
, n(2 

Total 2?, 985, 731 21, Glo, 2?1 22, 118, 98S X, 717, 515 395, 965 526, 5(is 
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1949-28-18288 
T. 247 

Manufactured tobacco produced and removed for consunuption, by classes, during 
the month of September; 19119, compared tcith September, 19/8 

Production 
Tax-paid 

Removed 

Tax-free 

September, 
1949 

September, September, 
1948 1949 

September, 
1948 

September, September, 
1949 1948 

Plug 
Twist 
F ine-cut chewing 
Scrap chewing 
Smoking 
Snuff 

Pounds 
3, 850, 000 

470, 510 
259, 260 

3, 765, 347 
10, 579, 289 
3, 640, 565 

Pounds 
4, 157, 330 

486, 204 
255, 471 

3, 780, 348 
10, 665, 700 
3, 471, 094 

Pounds 
3, 814, 998 

387, 150 
249, 891 

3, 673, 312 
10, 470, 020 
3, 667, 320 

Pounds 
4, 129, 460 

439, 845 
256, 981 

3, 794, 375 
10, 524, 526 
3, 465, 872 

Pounds 
13o, 433 
85, 875 

Pounds 
155, 167 
81, 439 

4, 332 1, 139 
211, 594 185, 961 

1, 187 6, 291 

Total. 22, 564, 971 22& 816i 147 22, 262, 691 429, 997 

1949-26-18265 
T. 249 

manufactured tobacco produced and removed for consumption, by classes, during 
the month of October, 19q~9, compared uith October, 19/8 

Production 

Tax-paid 

Removed 

Tax-free 

October, 
1949 

October, 
1948 

October, 
1949 

October, 
1948 

October, 
1949 

October, 
1948 

Plug. 
Twist 
Fine-cut chewing 
Scrap chewing 
Smoking 
Snuff 

Pounds 
3i 566, 702 

462, 735 
237. 679 

3, 506, 759 
10, 996, 571 
3, 663, 847 

Pounds 
4, 112, 414 

531, 627 
237, 050 

3, 924, 341 
11, 743, 385 
3, 450, 555 

Pounds 
3, 250, 572 

375, 603 
232, 807 

3, 282, 596 
10, 617, 442 
3, 632, 438 

Pounds 
3, 826, 130 

446, 963 
242, 393 

3, 914, 987 
11, 440, 182 
3, 433, 788 

Pounds 
18, 926 
95, 693 

2, 302 
200, 584 

2, 851 

Pounds 
179, 066 
38, 600 

4', 10 
277, 208 

863 
Total. 22, 434, 293 23, 999, 372 21, 391, 458 23, 304, 443 320i 356 496, 167 
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CIGARET TES a 

[lflisc. 

1949-16-13142 
T. 240 

preliminary statement of small cigarettes removed for consumption during the month of June, 19/49, as compared, toith removals for the same month of 1Ãq8 

Removals June, 1949 June, 1948 

Tsx-paid 
Tax-free 

Numr)er 
32, 848, 798, 805 
3, 236, 117, 602 

Nu m ter 
3I, 26S, 736, 7f)5 
3, 249, 518, 501 

Total 
36, 084, 916, 407 34, 51S, 255, 206 

1949-18 — 13175 
T. 242 

Preliminary statenlent of ~mall cigarettes produced and removed for consump- 
tion during the months January throicglr duly, 19/9, compared ioith fhe sanre 
months of 19118 

Manufactured 
Removed 

Tax-pair 1 Tax. free 

January, 1949 
January, 1948 
February, 1949. 
February, 1948 
March, 1949 . 
March, 1918 
April, 1949 
April, 1948 
MPsy, 1949 
May, 1948 
June, 1949 
June, 1948 
July, 1949 
July& 1948 . 

30, 512, 575, 974 
30 r)07 938 511 
27, 578 o94 094 
27. 125, 027, I f I 
34 826 563 727 
32, 243, 811, 612 
30 695, 625), 13)i 
34 173 868 2)JI 
33, 959, 33S, 559 
31, 315, 477, 473 
36, 112, 881, 430 
fi-l, 613, 30. I, 720 
27, 804, 456, 353 
30, 305) 750, 722 

27, 967, 149, 235 
27, 273, 180, 851, 
25, 024, 281, 200 
Zi, 47", 484, 8 jl 

447 908 ri00 
29, 252, 186, 770 
'L7, 307, 05ri, 215 
31, 617, 67II, 245 
30, fi90 M4, 811 
29, 091, fifi2, 'J75 
32, 848, 798, 805 
31, 2GR, 73fi, 705 
25, RGG, 41", 535 
27 204 954 494 

2, 207. 564. 607 
", 212, 577, 867 
2, 570, 416, 470 
3, 577, 822, 404 
3, I GR, 313, 697 
3 106 ri)2 680 
3, 5G7, 830, 110 
2, 422, 121, e)31 
3, 172, 404, ', 147 
2' 

, 363. '442, "aas 
3, 236, 117, 602 
3, 249, 5IR. 501 
2, 154, en 1, 448 
3, 067, 834. 196 

1949-20-1&05 
T. 244 

Prelintinarft statement of small, cigarettes prodrrccd and rcmorcd for consumption 
during the ntonth of Lrtngust, 191r9, comprrr. cd fr. itlr, th» same mouth of 1918 

Manufactured 
Removed 

Tax-paid Tax-free 

August, 1949 
August, 1948 

38, 417, 321, 529 
37, 788, 909, 676 

35, 346, 5)55, 084 
34, 192, 1G6, 925 

3, 041, 178, 716 
3, 546, 731, 368 

' All figures are subiect to revision until published in the Commissioner's annual rcport. 

868972' — 50 — 18 
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1949 — 22 — 13220 
T, 246 

Preliminary statement of snzalt cigaz ettcs yz oduced and remored for consumption 

during tire month of September, 19)9, compared e~tfz tire same montlz of 19$8 

Manufactured 
Tsx-paid 

Removed 

Tax-free 

September, 1949 
September, 1948 

34, 436, 523, 967 
34, 124, 403, 925 

31, 742, 506, 231 
29, 983, 146, 215 

2, 680, 305, 390 
4, 103, 893, 133 

1949-25-13257 
T. 248 

Prelizztinary statement of small cfgaf etfes fzrodzzced and remored for consumption 
during the month of October, 19479, compared n:ith the same month of 1948 

Manufactured 
Removed 

Tax-paid Tsx-free 

October, 1949 
October, 1948 

31, 963, 981, 235 
34, 961, 811, 049 

29, 194, 044, 767 
31, 079, 228, 801 

2, 777, 827, 633 
4, 029, 914, 698 
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1949-15-18188 
H. J. RES. 270. PUBLIC LA%V 187, EIGHTY-FIRST CONGRESS 

[CHAPTER 268, I'IRST SESSION] 

Joint Resolution Granting certain extensions of tirue for tax 
purposes. 

Resolved by the Senate and House of J&, epresentatives of the brnited 
States of Americ in Congress assembled, That sections 408(d) (8) 
and 452(c) of the Revenue Act of 1942 (relating to release of &. ertain 
powers of appointment in the case of the estate and gift taxes) are 
hereby amencled by striking out n1949" ivherever appearing therein 
and inserting in lieu thereof n1950". 

SEC. 2. (a) Subsection (j) of the Renegotiation Act, as amendecl 
. (Il. S. C. , 1940 edition, Supp. I, title 50 App. , sec. 1191(j) ), is hereby 
amended by striking out, "June 80, 1949" and inserting in lieu thereof 
"June , '30& 1950". 

(b) Section 283 of title 18 of the I, nited States Cocle is hereby 
amendecl by inserting after the first paragraph thereof a new para- 
graph as follows: 

Retired officers of the armed forces of the United States, while not on;&ctive 
duty, shall not by reason of their status as such be subject to the provisions of 
this section. Nothing herein shall be construed to allow any such retired oflicer 
within two years next after his retire&nent to act as agent or attorney for prose- 
cuting or assisting in the prosecution of any claim against the Ur&ite&i States 
involving the department in whose service he holds a retired status, or to allow 
any such retired otDcer to act as a cnt or attorney for prosecuting or assisting 
in the prosecution of any claim against the United States involving any subject 
matter with which he vvas directly connected while he &vas in an active-duty 
status. 

Approved J'une 28, 1949. 

1949 — 19 — 13188 

H. R. 5881. PUBLIC LA%V 240, EIGHTY-FIRST CONGRl. SS 
[CHAPTER 458, FIRST SI&:SSION] 

An A. ct To exempt certain volatile fruit-flavor concentrates from 

the tax on liquors. 

Be it enacted by the Senate and Hovse of Representatives of the 

L'nited States of America in Congress assembled& That subchapter E 
of chapter 20 of the Internal Revenue Code (miscellaneous general 

provisions relating to the tax on liquors) is hereby amended by adding 

at the end thereof the following new section: 

SEC. 8182, VOLATILL' FRUIT-FI. AVOR CON( ENI'RATES. 

(a) ExEMPTIoN. — The provisions oi' this chapter (other than sections 2810, 

2819 and 2828 and other than sections 2827 to 2880, both inclusive) shall not be 

applicable with respect to the manufacture, by any process w ic i s which includes evap- 

(259) 
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orations from the mash or juice of any fruit, of any volatile fruit-fiavor con- 

( ) ', d h h or juice from which it is produced, (1) such concentrate, and t e mas or 
contains no more alco o an is r h 1 th ' easonably unavoidable in the manufacture 
of such concentrate; and 

(2) such concentrate is ren ere un t t dered unfit for use as a beverage before removal 
from the place of manufacture; and 

(3) the manu ac urer . reo f t r thereof keeps such records, renders such reports, 
h files such bonds, an comp ies wi b d, d plies with such other rules and regulations wit 

respect to the production, removal, sale, transportation, and use o suc con- 
d f th a h or juice from which such concentrate is produced, 

ar ma rescribe as as the Commissioner, with the approval of the Secretary, may pr 
necessary for the protection of the revenues imposed by this chapter. 

(b) CQNTRQL FTER xx-'RE C " A T -FREE WIRNHF&cTHRF. . — If any volai. ile fruit-fiavor con- 
centrate (or any rui mas ] or ' 

. ( ~ f ~ 't s. h or juice from which such concentrate is produced) 
containin, one-half of 1 per. centum or more of alcohol by volume, which is manu- 
factured free from tax under the provisions of subsection (a), is sold, transpor e, 
or used by any person in vio d b 'n violation of the provisions of this chapter or regulations 
promulgated thereunder, such person and such concentrate, mash, or juice shall 
be subject to all provisions of this chapter pertaining to distilled spirits and 
wines, including those requiring the pa)ment of tax thereon; and the person so 
selling transporting or using such concentrate, mash, or juice shall be required 

A. pproved August 17, 1949. 

1949 — 19-1318$ 
H. R. 5114. PUBLIC I. AW 201, EIGHTY-FIRST CONGRESS 

[CHAPTER 408, FIRST SESSION] 
An Act To amenti the Internal Revenue Code to permit the use of 

additional means, including stanrp machines, for payment of tax on 
fermented malt liquors, provide for the establishment of brewery 
bottling house on brewery premises, and for other purposes. 

Be it enacted by the senate and Hovj8e of Eepregentat& e8 of the 
United State8 of America in Congress assembled, That section 
3150(b) of the Internal Revenue Code is amended by changing the 
designation of paragraph "(2)" to "(4)" and by the insertion of two 
new paragraphs designated "(2) u and "(3)" to read as follows: 

(2) iIETHDD oF PAYMENT. — The tax on fermented malt liquor brewed or manufactured and sold, or removed for consumption or sale, within the United States, shall be paid by stamp, under such rules and regulations, permits, bonds, records, and returns, and with the use of such tax-stamp machines or metering or other devices and apparatus, as the Commissioner with the approval of the Secretary shall prescribe. 
(3) PEN~LTTEs. — Whoever manufactures, procures, possesses, uses or tam- pers with a tax-stamp machine which may be required under this section with intent to evade the internal-revenue tax imposed upon fermented malt liquors, and whoever, with intent to defraud, makes, alters, simulates, or counterfeits my stamp of the character imprinted by such stamp machine, or who procures, possesses, uses, or sells any forged, altered, counterfeited, or simulated tax stamp or any plate, die, or device intended for use in forg- ing, altering, counterfeiting, or simulating any such stamp, or who otherwise violates the provisions of this section, or the regulations issued pursuant thereto, shall pay a penalty of $5, 000 and shall be fined not more than $10, 000 or be imprisoned not more than five years, or both, and any machine, device, equipment, or materials used in violation of this section shall be forfeited to the United States and atter condemnation shall be destroyed. But this provision shall not exclude any other penalty or forfeiture provided by law. 

SEc. 2. Section 3152 of the Internal Revenue Code is amended by striking out subsections (a) and (c) and by reletterinq subsections "(b) ", "(d) ", "(e) ", "(f) ", and "(g)" as "(a) ", "(b) ", ' (c) ", "(d) ", and "(e) ". respectively. 
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Sxc. 8. Section 8157 (a) of the Internal Revenue Code is amended to 
read as follows: 

(a) RsqrrmE&&rzNr's. — Every person who withdraws any fermented malt liquor 
from any hogshead, barrel, or keg upon which the proper stamp has not been 
affixed for the purpose of bottling the same, or who carries on or attempts to carry 
on the business of bottling fermented malt liquor in any brewery or other place in 
which fermented malt liquor is macle, or upon any premises having communica- 
tion with such brewery, or any warehouse, shall be liab1e to a fine of $500, and the 
property used in such bottling or business shall be liable to forfeiture: P& ovi &led, 
i&or&&ever& That tlris section shall not be construed to prevent the transfer of anv 
unt'ermented, partially fermented, or t'ermented malt liquors from any of the 
vats or tanks in any brewery by way of a. pipe line or other conduit to anorlrer 
building or place on tire brewery premises for th. sole purpose of bottling tire 
same, such pipe line or conduit io be constructed and operated in such man- 
ner and rvith su:h & isterns, vats, tanks, valves, cocks, faucets, meters, and 
gages, or other utensils or apparatus, either in the brewery or in the bottliug 
house, and with such chan'"es of or additions thereto, and such locks, seals, 
or' other fastenings, and under such rules and regulations as shall be from time 
to time prescribed by the Commission r, subjc&. t to the approval of the S«retar y: 
Provided f«r tlrer, That the lax in&posed by law on fermented malt liquor shall be 
paid on all bottled fermented malt liquor at the time of removal for co»su&&&prion 
orsale, in such manner as may be prescribed by regulations pursuant to s«&ion 
01"0(b) (2). And any violation of the rules and regulations prescribed by the 
Commissioner, with ihe approval of the Secretary, in pursuance of tlrese pro- 
visions shall be subject to the penalties above provided by this section. Every 
owner, agent, or superintendent ol any brewery or bottling hous who removes, 
or corrnives at the removal of, any fermented malt liquor through a pipe line 
or conduit, with the intent to defraud the revenue, shrrll forfeit all the liqrro&s 

made by and for him, and all the vessels, utensils, an&1 apparatus used in m;&kin 

the same. 

Szc. 4. Section 3158 of the Internal R& venue Cocle is amended to 
read as follows: 

The brewery premises shall consist of the h&u&1 and buildings described in the 
brewer's notice and shall be used solely for thc purpose of manufacturing beer, 
lager beer, ale, yorler, an&1 simii;r& feruncnied m&rit liquors, cereal haver;rges con- 

tainin less than one-half of 1. per centum of alcohol by volume, vita»&i&ra, i&e, 

malt, molt sirup, an&1 other byproducts; of bottling fermented malt liquors and 
cereal beverages as hereinafter provided; of drying spent grrrin from the brew- 

ery; of & ecoverin ' c&» bou dioxide and yeast; &md & f storing bottles, paclrr& & s, and 

supplies necessary or incidental to all such manufacture: P&. oui&i«l, Ti&at unde- 

livered tax-paid f'ermented malt liquor in stamped barrels or kegs returned to a 

brewery may be temporarily stored therein, subject to such conditions ami under 

such regulations as the C&&mrnissioner, with thc appr'&&vol of thc Secretary, shall 

p escribe. The bottlin of ferment& d malt liquor~ and cereal hevera es on the 
' h 

brewery premises shall be conducted only in ihc brewery bottling 1&ouse whic 

shall be located on such pron&is&'s. '1'hc br& wcry bottling house shall be separated 

from the brewery in such manner as the Commissioner, with the:&pproval of the 

Secretary, may by regulations yrescribe. The brewery bottling house shall be 

used solelv for the purpose of bottling beer, lager beer, ale, porter, and sinrilar 

fernrerrtcd malt liquors, an&1 cereal beversg:s. containin less than one-l&alf of 

1 . ntum of alcohol I&y volmne; and for the storage of bottles, tools, and 

supplies necessary or incidental to the manufacture or bottling of ferrncntc&1 m;r m:rlt 

liquor and cereal beverages, Notwithstanding the fore oing provisions, where 

1 brewery premises or brcrvery bottling house was, on . Tune 20, 19:10, 

heing used by any b. crver for purposes oi:her than those Irerein des&. ri e, 
brewer bottling house was, on such dale. b&drrg used for the bottling of soft 

d 
' 1- th use of th&. brervcry and bottling-house preruises for such purp»s& s r»&ry 

be continued by such brerver. The brewery 1&ottling hous& of any brervc y b; d 1' r the bottlin" of the product of any other brewery. Any br& &v& r 

h s s his brewery or bottling house contrary to the provisions o i. 

section shall be fin«1 r&&&t &nore than $5&0 with respect to &rrch day upo 

such use occurs. 

SEC. 5. Section 8159 of the Internal Revenue Code is amended y b 

relettering subsections '(j)", "(lr) "& and "(1)' as '(k)', '(1)', ant 
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cc/ s ii to "(m)" and bv the insertion of a new subsection designated (j) 
read as follows: 

(j) Faxvnvcsivr REsrovxr. or& EorTLzn FEslENTsn Mar T Lzqvoss. — Any brewer 
or other person who removes or in any way aids in the removal from any brewery 
or breweiy bottling house of any bottled fermented malt liquors on which the 
required tax has not been paid shall be fined $100 and imprisoned for not more 
than one year. 

SEc. 6. Section 8151, the first sentence of the second paragraph of 
section 8158(a), and section 8154 of the Internal Revenue Code are 
repealed: Provided, That section 8154 shall continue in eRect as to any 
claim accruing thereunder prior to the eRective date of this Act. 

SEc. 7. The amendments made by this Act shall take cRect on the 
first day of the first, month which begins six months or more after 
tile date of the enactment of this Act. 

Approved August, 28, 1949. 

1949 — 19-18177 
H, R. 5086. PUEI. IC I. AW 271, EIGHTY-FIRST CONGRESS 

[CHAPTL'R o17, I"IRST SESSION] 
An Act To accord privileges of free importation to members of 

the armed forces of other uat. ions, to grant certain extensions of 
time for tax purposes, and to facilitate tax administration. 

Be it enacted by the Senate and Hou~e of Pepre8entative8 of the 
United 8tate8 of America in Contre+& ass'embled, That (a) articles 
entered, or withdrawn from warehouse, for consumption in the United 
States, its Territories, or possessions for thc o%ciai use of persons who 
are on cluty in the United St. ates, its Territories, or possessions as 
members of the armed forces of any foreign country, or for the per- 
sonal use of any such person or ot any meniber of his immediate familv, 
shall be admitted free of all duties and internal revenue taxes imposed 
upon or by reason of importation (including taxes imposed by sections 8850 and 8860 of the Internal Revenue Code) and of all customs 
charges and exactions: Provided, That if the Secretary of the Treasury shall fiiul that any such foreign country does not accord similar treat- 
ment with respect to meriibers of the armed forces of the United States or members of their immediate families, the privileges herein grantecl shall, after collectors of customs have been o%cially advised of such fincling, be accorded with respect to members of the armed forces of such foreign country, or members of their immediate f'ami- 
lies, only to the extent that similar treatment is accorded by that country with respect to members of the armed forces of the United States or members of their immediate families. 

(b) The exemptions from duties, taxes, charges, and exactions pro- vided for by this section shall be subject to compliance with such regulations as the Secretary of the Treasury shall prescribe. (c) This section shall be eRective as to articles entered for con- sumption or withdrawn froin warehouse for consumption on or after the day following the date of enactment of this Act. 
SEC. 2. EXTENSION OF Tln&E FOR CLAIMING REFUND WITH RESPECT TO HVAR LOSSES. 

The joint resolution of June 29, 1948 (Public Law 828, Eightieth Congress), is hereb~ amended by striking out "1949" wherever appear- ing therein and insertiiio in lieu thereof e1950". 
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SEC. 6. EXTENSION OF TI &IE IN THE CASE OF DISCHARGE OF IN- 
DEBTEDNESS. 

Section 22(b) (9) and section 22(b) (10) of the Internal Revenue 
Code are hereby amended by strilcing out "1949" and inserting in lieu 
thereof "1900". 
SEC. 4. VERII'ICATION OF RETURNS. 

(a) Chapter «8 of the Internal Revenue Code is hereby amended 
by inserting at the end thereof the following new section: 
SEC. 3809. VL'RII'ICATION OF RETURNS; PENALTIES OI' PER JLRY. 

(a) PENALTrzs. — Any person who ivillfullv niakes and subscribes any return, 
statement, or oth&er document, ivhicli coutains or is verified hy a ivritten declara- 
tion that it is made under the penalties of perjury, and which he does not believe 
to be true and correct as to every material matter, shall be guilty of a felony, and, 
upon conviction ther'eof, shall be fined not more than $2, 000 «r inipris«ne;1 not 
more than five years, or both. 

(b) SIQNATUPE I l&ERUA&EI& C. «RI&KC'r. — The fact tliat an iiidividual's rame is 
signed to a return, statenien&, or other docuinent filed shall be prima facie evi&len«e 
for all purposes tli:it the retnrn, statement, or other document ivas actually 
signed by him. 

(c) VFRIFIOATI«N IN I IEU oF OAT&i, — The Commissioner, under regu]ations 
prescrib&id by him with the approval of the Secretary, may require that any return, 
statement, or otlier do& ument required to be fiilcd under any provision of the 
internal revenue la&vs shall contain or be verified by a ivrittcn declaration that 
it is made under th& penaIties of perjury, and such declaration shall be in lieu 
of any oath otherwise required. 

(b) Sections 51(d), 145(c), ancl 1630 of such co&le are hereby 
repealed. 

(c) 'Ihe amendments ma&le by this section shall be applicable with 
respect to any return. statement, or document filecl after the date of 
the enactment of this Act. 

SEC. 5. RL'PORTS Ol' COAIPENSATI&rN. 

Section 148(f) of the Internal Revenue Code (relating to reports 
of compensatioii of corporate ofIicers and employees exceeding $&;&, ()00) 
is hereby repealed. 

SEC. 6. I'AII, LRE TO I ILE RK'I'URX OR I'AY TAX. 

Section 1626(c) of the Internal Revenue Cori& is hereliy repcurlecl, 

and section 16«&1 of such cocle is her&. by amendecl to read as fo]loTvs: 

SEC. 1631. FAILURE OI' EI»IPI, OYER '1'0 I'II. E RI. TURN OR I'AY 'I'AX 

I se f a failure to make and file any return, or a failui&e to pay riny tax, 
requir«d by this cliapier, or both, within tlie time pres«ribed by laiv or pr&-. «ri icd 

b ti C ', s' incr in pursuaiice of laiv unless it is slioivn that such failure is 
sll 11 due to reasonable cause and not &lue to ivillful ne "lect, the;iddition to the tair s ia 

SEC. 7. RETURNS AND P, && Y. &IENT OI EX& "ISI'. TAXES, 

(a) Section 8310 of the Internal Revenue Co&le (relai ino to returns 

and payment of tax) is liereby anrencled by aclding at, the end thereof 

the following new subsection: 

(f) DrscRKTI«N ArzoivKD Co'. &r. '&I rssro'&ER. — 
(1) R, ' ' &, ', ' 'n PAYFII:NT oF TAN. — Notivithsi;mding nriy other provisi«n 

of laiv relating to tlic fiilin of r&. turns or paymeiit oi' any tais n 1 

t 9 9A 10 12 19, 21, 30, 32, subchapter A of chapter "&, or suliclinpter 

A of- cha ter 29, the Commissioner mny l&v regulations: 1 p. 
Secretary prescribe the period for ivhi&li the ret o c aper 

eturn for such tais sli;ill be 
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filed, the time for the filing of such return, the time for the payment of such 

tax, and the number of copies of the return required to be filed. 

(2) UsE oF GovERNMENT DEFOSITARIES. — The Secretary may authorize 

Federal Reserve banks, and incorporated banks or trust companies which 

are depositaries or financial agents of the United States, to receive sny tax 
imposed by this title, in such manner, at such times, and uniier such conditions 

as he may prescribe; and he shall prescribe the manner, times, and condi- 

tions under which the rcccipt of such tax by such banks and trust companies 

is to be treated as payment of such tax to the collector. 

(b) Section 8 of the Second Liberty Bond Act, as amended (81 
IT. S. C. , sec. 771), is hereby amended by striking out "income and 

excess prolits taxes" and inserting in lieu thereof "internal revenue 
taxes". 
SEC. 8. DELL'GATION Ol ASSESSMENT AUTHORITY. 

Chapter 85 of the Internal Revenue Code is hereby amended by 
adding at the end thereof the following new section: 

SEC. 3647. DELEGATION OF ASSESSMENT AUTHORITY. 

The Comniissioner, under regulations approved by tiie Secretary, is aui, horized 
to delegate to any officer or employee of the Bureau of Internal Revenue, including 
the field service, any authority, duty, or function which the Commissioner is 
authorized or required to exercise or perform under section 3640, 8641, or 8642. 

SEC. 0. CREDIT OR REFUND OF OVERPAYMENT OF TAX. 

(a) Section 3770(a) of the Internal Revenue Code is hereby 
amended by renumbering paragraph (5) as paragraph (6), and by 
amending paragraph (4) to read as follows: 

(4) CREDIT oF ovERPAYliiENT oF oNE OLAss oF TAx AGAINsT ANCTHER cLAss 
oF TAx DUK. — Notwithstanding any provision of law to the contrary, the Com- 
missioner may, in his discretion, in lieu of refunding an overpayment of tax 
imposed by any provision of this title, credit such overpayment against any 
tax due from the taxpayer under any other provision of this title. 

(5) DELEGATIGN GF AUTHCRITY To coLLKOTCRs To MAKE REFUNDs. — The Com- 
missioner, with the approval of the Secretary, is authorized to delegate to 
collectors any authority, duty, or function which the Commissioner is author- 
ized or required to exercise or perform under paragraph (1), (2), (3), or 
(4) of this subsection, or under section 822 or 1027, where the amount irvolved 
(exclusive of interest, penalties, additions to the tax, and additional amounts) 
does not exceed $10, 000. 

(b) Section 3772 of such Code is hereby amended by adding at the 
end thereof the following new subsection: 

(e) CREDIT TREATED As PAYMENT. — The credit of an overpayment of any tax 
in satisfaction of any tax liability shall, for the purpose of any suit for refund 
of such tax liability so satisfieil, be deemed to be a payment in respect of such 
tax liability to the collector in office at the time such credit is allowed. 

SEC. 10. REPORTS TO CONGI'ESS OF REI'UNDS. 

(a) Section oo776 of the Internal Revenue Code (relating to reports 
to Congress of refunds) is hereby repealed. 

(b) Section 3777 of such Code (relating to review of refunds and 
credits by the Joint Committee on Internal Revenue Taxation) is 
hereby amended by striking out "$75, 000" wherever appearing therein 
and inserting in lieu thereof "lI1200, 000". 
SEC. 11. COLLECTORS' SALARIES. 

Section %44(b) of the Internal Revenue Code (relating to adjust- 
ment and limit of collectors' salaries) is hereby amended to read as 
follows: 



(b) ADII. sTMEIvT AKD LIMIT OF SALARIEs. — The salaries of collectors may be readjusted and increased under such regulations as may be prescribed by the Commissioner, subject to the approval of the Secretary, but no collector shall receive a salary in excess of the highest scheduled rate of compensation estab- lished by the Classification Act of 1028, as amended, or by any laIv hereafter enacted superseding such Act. 

SEC. 12. EXPENSES OF DETECTION OI' FRAUDS. 
Section 8702 of the Internal Revenue Code is hereby amended by 

inserting after the words "The Commissioner, " the following "under 
regulations prescribed by him". 

Approved August P7, 1040. 

1040 — 28 — 18220 
II. R. 5268. PUBLIC LAW 878, EIGHTY-FIRST CONGRESS 

[CHAI'TER 720, FIRST SESSION] 
An Act To amend certain provisions of the Internal Revenue Code 

Be it enaoted by the Senate and EIouse of Representatives of the 
United States of America in Congress assembled, 

SECTION 1. FARMERS' PETURNS AS DECLARATIOiNS OI' ESTI~IATED 
TAX. 

Section 60 (a) of the Internal Revenue Code (relating to declaration 
of estimated tax by farmers) is hereby amended by striking out the 
period at the end thereof ancl inserting in lieu thereof the following: 
'; and if such an indiviclual files a return on or before January 81 
of the succeeding taxable year, and pays in full the amount computed 
on the return as payable, such return sliall have the same effect, as th;it 
prescribed in section 58(d) (8) in the case of a return filed on or before 
January 15. " 
SEC. 2. I OREIGN TAX CREDIT 

(a) Section 181(c) of the Internal Revenue Code (relating to ad- 
justments on payment of accrued. taxes) is hereby amended by adcling 
at the end thereof the following new sentences: "In such redeter~ 
mination by the Commissioner of the amount of tax due from the 
taxpayer for the year or years affected by a refund, the amount of the 
taxes refunded for which credit, has been alloived under this section 
shall be reduced by the amount of any tax described in subsection (a) 
imposed. by the foreign country or possession of the United States with 
respect to such refund; but no credit under this section, and no deduc- 
tion under section 98, shall be allowed for any taxable year Ivith respect 
to such tax imposed on the refund. Fo interest. shall be assessed or 
collected on any amount of tax due upon any redeterinination by the 
Commissioner, resulting from a refund to the taxpayer, for any period 
prior to the receipt of such refund, except to the extent interest was 
paid by the foreign country or possession of the United States on such 
refund for such period. " 

(b) The amendment made by subsection (a) shall be applicable with 
respect to taxable years beginning after December 81, 1088. If the 
allowance of a credit or refund of any overpayment of tax resulting 
from the application of the amendment made by subsection (a) is pre- 
vented on the date of the enactment of this Act, or within one year 
from such date, by the operation of any law or rule of laiv (other than 



section 8761 of the Internal Revenue Code, relating to compromises), 

credit or refund of such overpayment may, nevertheless, be allowed 

or made if claim therefor is filed within one year from the date of the 

enactment of this Act. 

SEC. fi. CHARITABLE CONTRIBETIONS BY CORPORATIONS ON ACCRI)AL 

BASIS. 

(a) Section 28(q) of the Internal Revenue Code (relating to chari- 

table and other contributions) is hereby amended by adding at the end 

thereof the following: 
In the case of a corporation reportin its net income on the accrual basis, at 

the election of the taxpayer any contribution or gift payment of which is made 

after the close of the taxa. ble year and on or betore the 15th day of the third 
month following the close of such year shall, for the purposes of this subsection, 
be considered as paid during such taxable year if, during such year, the board 
of directors authorized such contribution or gift. Such election shall be made 

only at the time of the filing of the return for the taxable year, and shall be 
signified in such manner as the Commissioner, with the approval of the Secretarv, 
shall by regulations prescribe. 

(b) Section 102(d) (1) (B) of the Internal Revenue Code (relat- 
ing to section 102 net income), section 886 (a) (2) of such Code (relat- 
in~~ to net income of foreign personal holding companies), and section 
505(a) (2) of such Code (relating to net income of domestic personal 
holding companies) are each amended by adding at the end thereof 
the following new sentence: "For the purposes of the preceding sen- 
tence, payllleilt of any contribution or gift shall be considered as made 
within the taxable vear if and only if it is considered for the purposes 
of section 28 (q) as niade within such year. ". 

(c) The amendments made by this section shall be applicable with 
respect to taxable years beginning after December 81, 1942. If the 
election provided for in such amendments is made for any taxable 
year beginning before January 1, 1949— 

(1) the election for such year may be made (in lieu of at the 
tinie of the filing of the return for such year) at any time within 
one year after the date of the enactment of this Act; but 

(2) such election shall not be allowed unless the taxpayer, in 
accordance with regulations prescribed by the Commissioner with 
the approval of the Secretary, consents in v ritin« to the assessment 
(within such period as may be agreed upon) of any deficiency, to 
the extent, resulting from such election, for any other taxable year 
of the taxpayer, ev~en though on the date of the filling of such con- 
sent, such assessment is otherwise prevented by the operation of 
anv lair or rule of law. 

SEC. 4. TRANSFERS Ol' STCCK BET&VEEN CORPORATION AND NOM- Ixl. :F. . 

(a) Section 1802(b) of the Internal Revciiue Code (relating to 
stamp taxes on sales and transfers of stock) is hereby amended b 
striking out the period at the end of clause (2) and inserting in lieu 

amen e y 

thereof a semicolon, and by inserting after clause (2) the following 
new clause: 

(fi) From a corporation to a registered nominee of such corporation, or 
from one such nominee to another such nominee, if in either case the shares or certificates continue to be held by such nominee for the same purpose for which they would be held if retained by such corporation; or from such nominee to such corporation. 
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(b) In the case of the death before the date of the enactment of this 
Act of a nominee of a corporation (whether or not such nominee 
was registered), the tax under section 1802 (b) of the Internal Revenue 
Code shall not be imposed upon any delivery or transfer of stock from 
the executor or administrator of such nomnlee to such corporation if 
such delivery or transfer is made on or before the date of the enact- 
ment of this Act or within one year after such date. 
SEC. 5. EJII'LOYEE ANNI'ITY CONTRACTS. 

(a) Section 165 of the Internal Revenue Code (relating to em- 
ployees' trusts) is hereby amended by adding at the end thereof the 
following new subsection: 

(d) Cs&&TAIN EA&pLOXEES' ANvUITIEs. — Notwithstanding subsection (c) or any 
other provision of this chapter, a contribution to a trust by an employer shall 
not be included in the income of the employee in the year in vvhich the contri- 
bution is &nude if— 

(1) such contribution is to be applied by the trustee for the purchase of 
annuity contracts for the benefit of such employee; 

(2) such contribution is made to the trustee pursuant to a written agree- 
ment enterecl into prior to October 21, 1942, between the employer and the 
trustee, or between the employer and the employee; and 

(S) under the terms of the trust agreement the employee is not entitled 
during his lifetime, except with the consent of the trustee, to any payn&ents 
under annuity contracts purchased by the trustee other than annuity 
payments. 

The amount so contribut&. 'd by the employer shall not constitute consideration 
paid by the employee ior such annuity contract in determining the amount of 
annuity payments required to be included in his gross income uuder section 
22(b) (2); except that if the tax imposed by this chapter for any taxable year 
beginning before January 1, 1949, has been paid by the employee with respect 
to such coniribution for such year, and uot credited or refunded, the amount so 
contributed for such year shall constitute consideration paid by the e&nployee 
for such annuity c&&ntract. This subsection shall have no application with 
respect to amounts contributed to a trust after June 1, 1949, if the trust on such 
date was exempt under subsection (a). For the purposes of this subsection, 
amounts paid by an employer for the purchase of annuity contracts which are 
transferred to the trustee shall be deemed to be contributions made to a trust or 
trustee and contributions applied by the trustee for the purchase of annuity 
contracts; the term "annuity contracts purchased by the trustee" shall include 
annuity contracts so purchased by the employer and transferred to the trustee; 
and the term "employee" shall include only a person who was in the emi&loy 
of the employer, and w;&s covered by the agreement referred to in paragraph 
(2), prior to October 21, 1&J42. 

(b) The amendment made by subsection (a) shall be applicable to 
taxable years beginning after December 81, 1%8, 

SEC. 0. REI, IN/I'ISEIMENT OI' POWERS IN CASE OF RECIPROCAL 
TRI)STS. 

(a) Section 1000 of the Internal Revenue Code (relating to imposi- 

tion of gift tax) is hereby amended by adding at the end thereof the 

following new subsection: 

(g) CERTAIN RKcrp«ocAL TRusTs. — In the case of property in a trust created 

prior to January 1, 1940, if and to the extent that such property may be &l&. emed 

to have been transferred to such trust. by a person other than the nominal grantor 
of' such property (by reason of the fact that such person has macle a reciprocal 

transfer of property in trust), then a relinquishment by such person on or before 

December 81, 19;&0, of any power over such property or over the income there- 

from shall not be deemed a transfer of property for the purposes of this chap- 

t . I the e ent of such relinquishment, the reciprocal transfer made by the er. n v r ose ot' this 
person relinquishing such power shall be deemed, for the purposes o' i 

chapter, to have been a completed gift at the time such reciprocal transfer &vas 
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made. This subsection shall apply only if, at the time such person made the 
aforesaid reciprocal transfer of property, a law was in effect imposing a tax 
upon the transfer of property by gift and a gift tax was paid with respect to such 

reciprocal transfer, and not credited or refunded. 

(b) Section 501 of the Revenue Act of 1932 (imposing a gift tax) 
is hereby amended by adding at the end thereof the following new 
subsection: 

(d) CERTAIN REGIPRocAL TBUBTs. — In the case of property transferred in trust 
prior to January 1, 1940, if and to the extent that such property may be deemed 
to have been so transferred by a person other than the nominal grantor of such 
property (by reason of the fact that such person has made a reciprocal transfer 
of property in trust), then a relinquishment by such person of any power over 
such property or over the income therefrom shall not be deemed a transfer of 
property for the purposes of this title. In the event of such relinquishment on 
or before December 91, 1950, the reciprocal transfer made by the person relin- 
quishing such power shall be deemed, for the purposes of this title, to have been 
a completed gift at the time such reciprocal transfer was made. This subsec- 
tion shall apply only if, at the time such person made the aforesaid reciprocal 
transfer of property, a law was in effect imposing a tax upon the transfer of 
property by gift and a gift tax was paid with respect to such reciprocal transfer, 
and not credited or refunded. 

(c) In the case of a decedent who relinquished on or before Decem- 
ber 31, 1950, a power described in section 1000(g) of the Internal 
Revenue Code, such relinquishment shall, for the purposes of section 
811(d) of such Code, be deemed not to have been made in contempla- 
tion of the death of such decedent if such relinquishment, by virtue 
of the enactment of this section, is not deemed a transfer of property 
for the purposes of the gift, tax. The provisions of this subsection 
shall be applicable with respect to estates of decedents dying after 
February 10, 1939. 
SEC. 7. TRANSFERS TAKING Ei'FECT AT DEATH. 

(a) Section 811(c) of the Internal Revenue Code (relating totrans- 
fers in contemplation of or taking effect at death) is hereby amended 
to read as follows: 

(c) TRANsFERs IN CovTE)IPIATIGN OF) O'R TAKING EFFEGT AT& DEATII. — 
(1) GENERAL RCLE. — To the extent of any interest therein of which the 

decedent has at any time made a transfer (except in case of a bona Qde 
sale for an adequate and full consideration in money or money's worth), by trust or otherwise— 

(A) in contemplation of his death. Any transfer of a material part of his property in the nature of a Qual disposition or distribution 
thereof, Iuade by the decedent within two years prior to his death without such consideration, shall, unless shown to the contrary, be deemed to have made in contemplation of death within the of this subchapter; or 

wi in e meaning 

(R) under which he has retained for his life or for any period. not ascertainable without reference to his death or for an d h' 
end before his death (i) the possession or enjoyment of, or the right to the income from, the property, or (ii) the ri ht 

junction with any person, to designate the persons 
r ii Ie rig 

who shall possess or enjoy the property or the income therefrom' or ) 

death. 
ed to take effect in possession or enjoyment t ft h a ora er is 

(9 ) TRANSFERS TA V 
ID48. — An interest in ro er 

KI. G EFFECT AT DEA. TH — TRAVSFERS PRIOR T 
p ' perty of which the decedent made a transfer, on or 

0 OCTOBER 8, 
efore October 7, 1949, intended to take effect in at o after his death shall not be incl d i ea s a not be included in his gross estate under paragraph o t is subsection unless the decedent has retained a reversionary in, ' ' 

g y e express terms of the instrument of r an no y operation of law, and the value of such reversionary 
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interest immediately before the death of the decedent exceeds 5 per centum 
of the value of. such property. For the purposes of this paragraph, the term 
"reversionary interest" includes a possibility that property transferred by the 
decedent (A) may return to him or his estate, or (B) mav be subject to a 
power of disposition by him, but such term does not include a possibility 
that the income alone from such property may return to him or become 
subject to a power of disposition by him. The value of a reversionary 
interest immediately before the cleath of the decedent shall b. . de&ermined 
(without regard to the fact of the decedent's death) bv usual methods of 
valuation, including the use of tables of mortality and actuarial prin- 
ciples, pursuant to regulations prescribed by the Commissioner with the 
approval of thc Secretary. In determinir!g the value of a possibility that 
property may be sub'lect io a power of disposition by the decedent, such 
possibility shall be valued as if it were a possibility that such property mny 
return to the decedent or his estate. 

(3) TRA&vsFERs TAKIEG EFFKcr AT DEATH — TRANSFERS AFTER OCTOBER 
1949. — An interest in property transferred by the decedent after October 7, 
1949, shall be included in his gross estate under paragraph (1) (C) of this 
subsection (&vhether or not the cle&. edent retained any right or interest iu 
the property transferred) if nnd only if— 

(A) possession or enjoyment of the property can, through o&vnership 
of such interest, be obtained only by surviving the dececlent; or 

(B) uncler alternative &ontingencies provided by the terms of the 
transfer, possession or enj iyment of the pruperty can, through owner- 
ship of such interest, be oi&tained only by survivin the earlier to occur 
of (i) the decedent's death or (ii) some other event; and such ot!!er 
event did not in fact occur during the decedent's life. 

Notwithstanding the foregoing sentence, an interest so trausferred shall 
not bo in&. luded in the decedent's gross estate under parngrnph (1) (C) &if 

this subsection if possession or enjoyment of the property could hare been 
obtained by any beneficiary during the decedent's life through the &xcrcise 
of a power ot appointment (as detined in section 811(f) (2) ) which in 
inct &vas exercisable immediately prior to the &lccedent's death. 

(b) The amendment made by subsection (a) shall be applicable svith 
respect to estates of decedents dying after I&'ebruary 10, 1069. The 
provisions of section 811(c) of the Internal Revenue Code, as amended 

by subsection (a), shall (except as othersvise specifically proviclecl in 
such section or in the follosving sentence) apply (o transfers macle on, 
before, or after I&ebruary 26, 1026. The provisions of s ction 811 
(c) (1) (13) of such Code shall not, in the case of a clccedent dying prior 
to January 1, 1050, apply to— 

(1) a transfer made prior to March 4, 1081; or 

(9) a transfer made after March '8& 1081, and prior to June 7, 
19M unless the property transferred &vo»ld have been includible 

in the decedent's gross estate by reason of the n». endatory language 
of the joint resolution of March 8, 1N1 (46& Stat, 1516). 

No interest shall be allowed or paicl on any overpayment resulting 

from the application of subsection (n, ) with respect to any pny»rent 

made prior to the date of the enactment of this Act. 

(c) If refuncl or credit, of a»y overpayment, resulting fron& the 

application of subsections (a) and (b) is prevented on the date of 

the enactme»t of this Act, or within one year from such date. by the 

operation of nny law or rule of law (other than section 8760 of the 

Internal Rev nue Code, relating to closing ng&u'ee&»cuts, n&!d other 

than section 8761 of such Cocle, relating to con&promises), &of»»el or 

credit of such overpayment may, nevertheless, be made or allo&vecl if 
claim therefor is filed ivithin one year from the date of e»nctmc»t 

of this Act. This subsection shall not apply with & c sport to a transfer 

o proper y in ty in case the decedent retained for his life or for any period 

not asctutninnble ivithout refere»cc io his clenth or for n»y periocl 
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which did not in fact end before his death (1) the possession or en- 

joyment of, or the right to the income from, the property, or (2) the 
right, either alone or in conjunction with any person, to designate 
the persons who should possess or enjoy the property or the income 
therefrom. 

SEC. 8. TAX FREE RELEASE OF CERTAIN LIFE ESTATES. 

In the case of a transfer of property made prior to June 7, 19M, 
under which the grantor retained (1) the possession or enjoyment of, 
or the right to the income from, the property, or (2) the right, either 
alone or in conjunction with any person, to designate the persons who 
shall possess or enjoy the property or the income therefrom, then an 
assigriment by the grantor of such possession, enjoyment, or right to 
income, or a relinquishment by him of such right of designation, shall, 
if made in 1949 or 1950, not be deemed a transfer of property for the 
purposes of chapter 4 of the Internal Revenue Code, and shall, if 
made prior to 1951, not be deemed to have been made in contemplation 
of death within the meaning of chapter 8 of such Code. The fore- 
going provisions shall not apply— 

(A) if the transfer was made after March 8, 1981, and prior to 
June 7, 19M, and if the property transferred would have been 
includible in the grantor's gross estate upon his death by reason 
of the amendatory language of the joint resolution of. March 3, 
1931 (15 Stat, . 1516); or 

(8) if the property transferred would have been includible in 
the grantor's gross estate under section 811(d) of the Internal 
Revenue Code had he died on October 7, 1949. 

SEc. 9. Paragraph 1798 of the TarifF Act of 1930, as amended, is 
hereby amended by striking out the figure "$100" in the third proviso 
and inserting in lieu thereof the figure "$200". 
SEC. 10. EXKnIPTION FROM THK ADDITIONAL ESTATE TAX. FOR CER- 

TAIN nIKMBERS OF ARMED FORCES. 

(a) Subchapter 13 of chapter 8 of the Internal Revenue Code (relat- 
ing to additional estate tax) is amended by adding at the end thereof 
the following new section: 
SEC. 989. CERTAIN MEnIPERS or ARMED FoRCES. 

The tax iruposed by section 985 shall not apply to the transfer of the net estate of a citizen or resident of the United States dyinp on or after December 7, 1941, and before January 1, 1947, while in active service as a member of the military or naval forces of the United States or of any of the other United Nations if such decedent— 
(1) was killed in action; or 
(2) died as a result of wounds or other injuries, or of disease, suffered while in line of duty by reason of a hazard to which he was subjected as an incident of military or naval service. 

( ) the refund of any overpayment resulting from the applica- (b) If h 
tion of this section is prevented on the date of the enactment of this ct, or within one year from such date, by the operation of any law or rule of law (other than section 3761 of the Internal Rev Cod relatin~ to 

n erna evenue e, ing to compromises), refund of such overpayment may, neverthe- . less, be made i claim therefor is filed within one year from the date of the enactment of this Act. No interest shall be paid on any over- 
payment resulting f rom the application of this section. 

Approved October 25, 1949. 
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1949 — 24 — 13244 

H. R. 4146. PUBLIC LAW 484, EIGHTY-FIRST CONGRESS 
[CHAPTER 787, FIRST SESSION] 

An Act Making appropriations for the National Security Council, 
the National Security Resources Board, and for military functions 
administered by the National Military Establishment for the fiscal 
year ending June 80, 1850, and for other purposes. 

Be it enacted by the Senate and House of Jiepresentatives of the 
United States of Ame~'ca in C'ongress assenibled, That the following 
sums are appropriated, out of any money in the Treasury not, other- 
wise appropria. ted, for the fiscal year ending June 30, 1950, for the 
National Security Council, the National Security Resources Board, 
and for military functions administered by the National Military 
Establishment, , and for other purposes, namely: 

SEC. 622. (a) All negotiated contracts for procurement in excess of 
$1, 000 entered into during the fiscal year 1950 by or on behalf of the 
Department of Defense (including the Department of the Army, 
Department of the Navy, and Department of the Air force), and all 
subcontracts thereunder in excess of $1, 000, are hereby made subject 
to the Renegotiation Act of 1948 in the same manner and to the same 
extent as if such contracts and subcontracts mere required by such 
Act to contain the renegotiation article prescribed in subsection (a) 
of. such Act. Each contract and subcontract made subject to the 
Renegotiation Act of 1948 by this section shall contain an article stat- 
ing that, it is subject to the Renegotiation Act of 1948. In determining 
whether the amounts received or accrued to a contractor or subcon- 
tractor during his fiscal year from contracts and subcontracts subject 
to the Renegotiation Act of 1948 amount in the aggregate to $100, 000, 
receipts or accruals from contracts and subcontracts made subject to 
such Act by this section shall be added to receipts or accruals from all 
other contracts and subcontracts subject to such Act. 

(b) Notwithstanding any agreement to the contrary, the profit 
limitation provisions of the Act of March 27, 1934 (48 Stat. 503, 505), 
as amended and supplemented, shall not apply to any contract or 
subcontract which is subject to the Renegotiation Act of 1948. 

SEC. 634. This Act may be cited as the "National Military Estab- 
lishment Appropriation Act, 1950". 

Approved October 25, 1949. 



COMMITTEE REPORTS 
1949-19-13179 

IILCIPROCAL PRIVILEGES OF FREE IMPORTATION TO MEMBERS OF 
THE ARMED FORCES OF OTHER NATIONS 

[Senate Reyort No. 685, Eighty-first Congress, First Session. Calendar No. 687] 

[July 15 (legislative day, June 2), 1949] 

Mr, George, from the Committee on Finance, submitted the following report 
( to accompany H. R. 5086): 

The Committee on Finance, to whom was referred the bill (H. R. 5086) to 
accord privileges of free importation to members of the armed forces of other 
nations, having considered the same, report favorably thereon with amendments 
and recommend that the bill as ainendcd do pass. 

I. HOUSE BILL 

SECTION 1. RECIPROC 4L PRIVILEGES OF FREE ISIPORTATIOiV TO MEMBERS 
OF THE ARMED FORCES OI' OTHER NATIONS 

The purpose of tlie first section cf this bill is to extend to members of the armed 
forces of any forei n couniry on duty in tlie United States, its Territories or 
possessions (of whom there are now less than 600) exemption from duties aud 
internal-revenue taxes iniposed upon or by reason of the importation or with- 
drawal frdm ware!iouse of articles, for the official use of a member of the armed 
forces of a forei n country, or for the personal use of himself or any Inember of 
his imruediate family. The exemption is conditioned upon reciprocal treatment 
being accorded to members of the armed forces of the United States (of whom 
there are uow approximately 7, 100 serving in foreign countries other than occupied 
territory) and members of their immediate families. 

Personnel of the armed forces of the United States and members of their 
immediate families are in most, if not all, cases accorded exemptions by the 
for ign country in which they are stationed comparable to those provided in the 
bill, but the continuatiou of such privileges is jeopardized by the termination on 
June 80, 1948, of a wartime statute (Ptiblic Law 685, 75th Cong. , 56 Stat. 462) 
limited to members of the armed forces of the United Nations stationed in this 
country. 

Subsection (a) of this section would exempt f'rom duties and internal revenue 
taxes imposed upon or by reason of importation or withdrawal from warehouse 
(including taxes imposed by secs. 8850 and 8860 of the Internal Revenue Code 

upon articles coming into the United States from the Virgin Islands and Puerto 
Rico), and from all customs charges and exactions, imported articles which are— 

(1) for the official use of persons ivho are on duty in the United States, 
its Territories, or possessions as members of the armed forces of any foreign 
country, or 

(2) for the personal use of such persons or members of their immediate 
families. 

This subsection contains a proviso that, when the Secretary of the Treasury shall 
find and officiafiy advise collectors of customs that members of the armed forces 
of the United States, or members 'of their immediate families, are not being 
accorded reciprocal privileges by a foreign country, the privileges granted by 
the United States shall thereafter be accorded to members of the armed forces 
of such forei n country, or to members of their immediate families, only to the 
extent that similar treatment is being accorded by that country to members f t e a med forces of the United States or members of their immediate fainilies. h r mern rs o 

Subsection (b) of this section provides that the exemptions from duties, taxes, 
charges, aud exactions shall be subject to compliance with such regulations as the Secretary of the Treasury shall prescribe, and subsection (c) provides that 
the act shall b, efl'e& tive as to articles entered for consumption, or withdrawn from 
warehouse for consuinption, on or after the day following the date of its enactment. 

(282) 
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The Secretary of Defense included this legislation in the legislative program of the b'ational Military Establishment. The measure has been coordinated with the Departments of the Army, &avy, and Air Force and i ith tl T Department. 
The Department of State in a communication to the Secretary of the Navy recommended that legislation of this character be sought. The Bureau of the Budget has interposed no objection to its enactment. 

II. FINANCE COMMITTEE AMENDN&ENTS 

Your committee has amended the bill by adding the following new sections to grant certain extensions of time for tax purposes, and to provide certain administrative amendments designed to I'a& ilitate and improve the operations of the Bureau of Internal Revenue. These amendments do not provide for general tax revision since they do not change tax liability. The amendments have the approval of the Treasury Department and staff of the Joint Committee 
on Internal Revenue Taxation. The Treasury Department is particularly anxious that the administrative amendments be enacted as soon as possible. 
SECTIOV 2. EXTENSION OF TIXIE FOR CLAIMING REI'UND WITH RESPECT TO WAR I. OSSES 

This section extends to December 31, 19M, the time for filing claims for credit 
or retund with respect to w»r losses sustained in taxable years beginning in 
1941 and 1942. A similar «xtension, provided last year, expires December 31, 1949. The treatment of w;&r-loss recoveries has been under study for several 
years and may require legislation. Until the treatment of recoveries is finally 
determined upon, the proposed extension for the taking of deductions seems 
appropriate. 

SECTION 3. L&XTL'NSION OF TIME IN THI&' CASE OF DISCHARGE Ol 
INDE I&TI', 1 &NESS 

This section extends for 1 year the application of sections 22(b) (9) and (10) of 
the Internal Revenue Code, which permit a corporation to exclude from income 
amounts attributable to &lischarge of indebtedness. The applicatiou of these 
two subsections was in 1947 extended to December 31, 1949, because it rvas con- 
sidered that the whole problem of tire tax treatment of income realize&1 from 
the cancellation of indebtedn ss should be studied in connection witt& a general 
tax revenue bill. 

SECTION 4. VERIFICATION OF IIETURNS 

This section gives the Commissioner authority to eliminate the oath in the 
case of corporate, fiduciarv, partnership, estate, and gift-tax returns, and other 
returns or staten&ents. Tire present law eliminates the oath in the case of 
individual income-tax rei, urus»nd employment-tax &'eturns. These changes will 
not only relieve the taxpayers of the burden of notarizing their returns 1&ut &vill 
expedite the processing by ihe Bureau of returns which n&ight other&vise have 
to be sent back for compliance with the oath require&nent. 

SECTION 5. REPORTS OF COXIPENSATION 

This section would repeal section 148(f) of the Internal Revenue Code. Under 
section 148(f) the Commissioner is requirecl to prepare an annual list, to be made 
available to the public, ot compensation paid by corporations to all indivlclua]s 
whose compensation exceeds $79&, 000. The list for 1940 included names of 9&N 

individuals. The statutory requirement for the compilation of the annual list 
involves the examination of over 000, 000 corporate returns, and represe»ts an 
administrative burden which does not seem comn&ensurate with the value of the 
information ol&tained. Aiuch of this information is already rrvailable to the 
public through reports required to be filed with the Securities and Exchange 
Commission. Information with respect to salaries of corporate officers is required 
to be shown on corporate returns and is available to congressional committees 
under section 55 (d) of the Code. 

SECTION 6. FAII, URE TO FILE RETURN OR PAY TAX 

At present, 'jn the event of failure to file return or pay over the income t;rx 
withlreld at source, section 1020(c) provides that the addition to the tax shall 
not be less than $10. There is no conf&ar;&1&le provision &vith respect to the Social 
Security taxes and the Railroad Retirement tax. The Bureau of Ir&tern&&i 
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Revenue is planning to combine adniinistrativcly the income-tax wiihholding 
return ivith the return under the Ferleral Insurance Contributions Act. This 
combinerl form will result in some additional convenience for the employers and 
less ezpinise for tire Government. Iyhen these returns are combined, it is desirable 
to have a uniform minimum adrlition for each of the two classes of tax. 

Horvever. , the present $10 minimum addition in respect to withholding appears 
to be high in rel ition to the many small amounts of tax, particularly under tbe 
I'ederal Insurance Contributions Act. Therefore, this minimum should be re- 
duced to $5 for withholding and should be adopted also as minimum t' or the other 
employment tazes. Tbe provision has considerable advantage in that it com- 
pensates to some extent tlie ezpense of the deputy collector in going out and 
obtaining the return form. 

Accor'din"ly, this section would provide a mipimum addition to the tax of $5 
for each employment tax (including the income tax withheld on wages) . 

SECTION 7. RETURNS AND PAYMENTS OF EXCISE TAXES 

hinny of the ezcise taxes are specifically required by statute to be returned on 
a monthly basis. The filing of the reiurns at less frequent intervals would reduce 
the administr, itive ivorl- in the collect. or's offices and ease the taxpayer's burden 
of compliance. YVith respect to certain excises, such as the admissions tax, the 
('ornmissioner has the authority to determine the period for which tax returns 
should be made. This section ivould give to the Commissioner similar authority 
with respect to those excises as to which monthly returns are now required by 
statute, This would permit the shifting from a monthly to, for example, a 
quarterly return basis for a particular excise taz. 

In order to assure current collection of these excise taxes and in the interest of 
efficir ncy and protection of the revenue, the amendinent would a. iso authorize the 
Commissioner to require the use of Government depositaries as he may now do 
in coimection with the payment of employment taxes. 

SECTION S. DELEGATION OF ASSESSMENT AUTHORITY 
This section of the bill ivould grant to the Commissioner the authority to 

delegate to any officer or employee of the Bureau of Internal Revenue, including 
the field service, the power under sections 8640, 8641, and 8642 of the Internal 
Itevenue Code relating to the making of assessments. This would permit assess- 
ment lists to be signed in the field by duly authorized oificers and thus eliminate 
the administrative iiurdens and delavs incident to the processing of all assessment 
schedules in M'ashington. The bulk of the work is handled in the field, and the 
proposed delegation to officers in tbe field would be consistent with the decen- 
tralized taz administration now in effect. 

SECTION 9. CREDIT OR REFUND OF OVKIrPAYMENT OF TAX 
This section would add to the Internal Revenue Code a provision authorizing 

the Commissioner of Internal Revenue to credit tbe overpayment of one class of tax against taxes uf other classes then due. Such crediting is not now possible under the Code. By recognizing the over-all tax liability of taxpayers, the aniendment will facilitate the collection of taxes and ezpedite the adjustment of cases involving overpayments and underpayments of tax. This section would also amend section 6772 to provide that the credit of an overpayment of any tax shall for the purpose of any suit for refund be deemed to be a payment of taz to the collector in office at the tinie the credit is allowed. It would also amend section 8770(a) (4) of the Internal Revenue Code to facilitate the making of abatements, credits, and refunds by raising the present limitation of f1, 000 to $10, 000 on the amount of abatements, credits, and refunds of internal revenue taxes which may be made by collectors, when so authorized by the Commissioner. Section 8770(a) (4) ivas added by section 4(c) of the current Taz Paynient Act of 1943 when a. large increase in tbe b f ' -t re un s ivas anticipated. The experience of the Bureau under this section in the nialring of credits and refunds in the field in income tax cases involving less than 61, 000 has been satisfactory. It would appear to be in tbe interest o admin- 
froni $1, 000 to $10, 000. 

, , wi iou adversely affecting the revenue, to raise the limitation 

SECTION 10. REPORTS TO CONGRESS OF REFUNDS 
Section 8776 of the Intern 

report to Congress, at the be in 
al Revenue Code requires the Commissioner to make . g'nning of each regular session, by internal-revenue districts and alphabeticallv arranged, of all refunds in excess of $500. The preparation of the re ort im ' 

p i poses a considerable administrative burden which 
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would be eliminated by repealing this provision, as provided by this section. 
During the fiscal year 1948 there were some 180, 000 refunds in excess of $500, 
the listing of which required the examination of some 80, 000, 000 returns. 

Under present law (sec. 3777 of the Internal Revenue Code) the Coinmissioner 
of Internal Revenue is prohibited from making any refund or credit of income, 
estate, or gift taxes in excess of $75, 000 until 80 days after a report on such 
refund or credit is made to the Joint Committee on Internal Revenue Taxation. 
This requires the Commissioner to prepare a special report on each such case 
and imposes upon the joint committee the responsibility of examining each of 
these refunds and credits. This procedure involving reviews at various levels 
necessarily occasions considerable delay in the closing of cases and results in 
unnecessary and excessive interest charges. Such additional revieiv and delay 
is not warranted in the smaller refund cases. Accordingly, the amendment raises 
the report requirement from $75, 000 to $200, 000. This would eliminate consider- 
able work in the Bureau of Internal Itevenue and would allow the staff of the 
joint committee more time to concentrate on the large refunds. 

SECTION 11, COLLECTORS' SALARIES 
Section 8944(b) of the Internal Revenue Code imposes a limitation of $7, 500 

on salaries of collectors of internal revenue. The position of Collector of Internal 
Revenue was administratively classified as grade CAF — 14 under section 13 of the 
Classification Act of 1928, which places a maximum limitation of $7, 500 on salaries 
within the grade "unless a higher rate is specifically authorized by )aw. " Col- 
lectors are now receiving the pay increases provided by section 405, Federal 
Employees Pay Act of 194o, and section 2(a), Federal Employees Pay Act of 1946. 
However, the $7, 500 limitation contained in section 8944(b) prevents the position 
of collector from being reallocated beyond grade CAF — 14. 

Accordingly, the amendment would eliminate the $7, 500 limitation so as to 
permit collectors of internal revenue to be given compensation commensurate 
with the salaries paid other ofhcers in the classified service such as, for example, 
internal revenue agents in charge, special agents in charge, technical staff heads, 
and division counsel. 

SECTION 12. EXPENSES OF DETECTION OF FRAUDS 

Under section 8792 of the Internal Revenue Code the granting of each in- 
former's reward must be approved by the Secretary of the Treasury. To permit 
a simplihcii(ioii of adininistrative procedures, this section ivould amend section 
8792 of the Code to substitute for the requirement of approval of eai h reivard by 
the Secretary a rule that such rewards are to be made by the Commissioner of 
Internal Revenue under regulations approved by the Secretary. 
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AMENDING CERTAIN PROVISIONS OF THE INTERN t. l. REVENUE CODE 

[House of I'epresentntives Report No. 920, Eighty-first Congress, First Session] 

[tune 27, 1949] 

Mr. Camp, from the Committee on AVays and Means, submitted the folloiving 

report [to accompany H. R. 5268]: 
The Coirnriit(ee on 1V:rys iinil Means, to whom tvas referred the hill (11. R. 

5268) to amend certain provisions of the Internal B. evenue Code, having had the 

saine umler consideration, repoit favorably thereon and recommend that the 

bill do pass. 
I. GENERAL STATEMENT 

H. R. 5&268 contains six provisions which, in the opinion of your committee, 

reinove certain iuequalities or hardships in tire I&r. esent Federal tax laivs. Five 

of the six were in the tax-revision bill (H. R. 671'&) passed by the House in the 

second session of the Ifiighticth Congress. The remainin provision (sec. 4) 
has been called to the attention of your committee since that time. 

II. DETAILED DISCUSSION OF THE BILL 

L Frrrr&rat s' rettrrns. — Present law does not requii e f;irmers to file a declaration 

of estimated tax under the curt'ent (. ax-p;iynient systein until January 15 of t e 



year following the year in which the liability is incurred. The reason for this 
is that their income is more uncertain and subject to greater fluctuation than the 
income of most other taxpayers, and thus more ditficult to estimate before the 
close of the taxable year. Also, since many farmers realize relatively little 
Income before the latter part of the year, it would be a real financial hardship 
to them to require the advance payment of part of their tax in the forepart of 
the year. 

Since the January 15 date is relatively close to the March 15 date, wheri final 
returns must be filed, many farmers have preferred to file their final returns by 
January 15 in lieu of making a separate declaration of estimated tax. Because 
farmers often insist on tiling final returns, or precise estimates, by January 15, 
the accountants. la~yers. and other tax advisers in the towns and smaller cities 
who customarily aid farmers in making out their returns have been deluged 
with work during the first 15 days of January. 

In an effort to relieve this situation, section 1 of the bill amends section 60(a) 
of the Internal Revenue Code to provide that if a farmer on a calendar-year 
basis files his income-tax return on or before January 31 following the close 
of the year, and pavs in full the amount computed on the return as payable, such 
return and payment shall also be considered as the declaration and payment of 
estimated tax now required to be made on or before January 15. The present right 
of farmers to file a declaration of estimated tax by January 15 and a final return 
by March 15 is unchanged. Under present law, farmers also have the alternative 
of filing a final return by January 15, which return is also considered as the 
necessary declaration of estimated tax. The bill liberalizes this alternative by 
extending this final filing date to January 81. Comparable treatment is also 
accorded farmers making returns on a fiscal-year basis. 
8. Adjnstment to foreign tar credit in case of refund of foreign tares. 

Section 2 of the bill amends section 131 of the Internal Revenue Code relating 
to ciedits for taxes of foreign countries and possessions of the United States. 
Section 181 provides, subject to limitations, that there shall be credited against 
United States income tax the ainount of any income and excess profits taxes 
paid or accrued during the taxable year to any foreign country or to any posses- 
sion of the United States. Section 181 further provides that, if any foreign 
tax paid is refunded, the amount of the United States tax for the year or years 
affected shall be redetermined, with an adjustment in the credit to refiect the 
amount of the foreign tax refunded. This results in a deiiciencv in the United 
States tax payable by the taxpayer. 

In some countries, however, a tax refund may itself (for reasons peculiar 
to the tax structure of the particular country) be subject to a tax for the year 
in which the refund is made. For example, assume a taxpaver has received 
credit against the United States tax in the year 1945 for $1, 000, the income tax 
paid to a foreign co!mtry. In 1947 the foreign country allows a refund of the 
$1, 000 tax paid in 1945, but imposes for the year 1947 a $800 tax on the amount ot' the refund. It is not clear under section 181 whether the United States foreign tax credit for 1945 should be reduced by the gross amount of the refund ($1, 000) or by the net amount ($700). Section 2 of the bill clarifies the problem by pro- 
viding, in adjusting the foreign tax credit, that only the net amount be con- 
sidered as having been refunded. 

Section 2 of this bill accordingly provides that, in this redetermination of tlie amount due to the United States from the taxpaver for the year or years affected 
by a refund, the amount of taxes refunded (for which credit has been allowed) shall be reduced by the amount of any tax imposed by the foreign country or possession on such refund. However, no foreign tax credit and no deduction for any taxable year shall be allowed with respect to the tax imposed on the refund by the foreign country or possession. This is done to prevent the double allowance of the tax paid the foreign country on the refund, since, under this provision the credit is in effect allowed for the earlier year. Your committee's attention has also been directed to the fact th t f countries either do 

e ac a some oreign r do not pay interest on refunds of income and excess-profits taxes or their interest rates are lower than the rate of interest on a deficiency de- termined under United States law. When a refund is made by a foreign country with respect to a tax for which credit has been allowed under section 131 of the 
may result in the tax 
Code, interest must be paid on the resulting deficienc in United St t ~ Tbi 
to the ileficienc than h 

e taxpaver paying more interest to the United States with respect 
y he has received from the foreign country on the refund which gnve rise to the ilefi i 

to limit the ainuu it 
e c'encv. Your committee believes that it is only equitable uu it of nierest due on a deficiency resulting from such refund. 
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Accordingly, section 181 has been amended to provide that no interest shall be collected for any period prior to the receipt of the refund except to the extent interest for such period was paid by the foreign country or possession on the amount of such refund. 
Section 2 also provides that both of these amendments shall be applicable to taxable years beginning after December 81, 1988, and if the application of these amendments results in a refund to the taxpayer such refund shall be made irre- 

spective of any provision or rule of law if a claim for refund is filed ivithin the 
period prescribed by section 822 of. the Code or within 1 year from the enactment 
of the bill, whichever is later. 
8. Deduction of charitable contributions by corporations. 

Section 8 of the bill amends section 28(q) of the Internal Revenue Code, 
which allows (subject to the 5 percent of net income limitation) a deduction for 
charitable, etc. , contributions paid by corporations. Section 28(q) of the Code 
now allows this deduction only where payment is actually made within the 
taxable year. 

The amendment liberalizes the rule respecting time for payment by adding 
a rule that any such contribution will, in the case of a corporation on the 
accrual basis, and at the election of the taxpayer, made at the tinie the return 
is filed, be considered as paid during the taxable year if payment is actually made 
on or before the fifteenth day of the third month folloivin the close of the taxable 
year, and if the contribution has during the taxable year been authorized by the 
board of directors. 

Your committee believes this amendment is desirable because corporations 
intending to make the maximum charitable contributions allowable as deductions 
have experienced ditliculty in determining before the end of the taxable year wbut 
constitutes 5 percent of their net income. 

Section 8 also amends section 102(d) (1) (B) of the Code (relating to section 
102 net income); section 880(a) (2) (relating to net income of foveign personal 
holding companies); and section 505(a) (2) (relating to net income of domestic 
personal holding companies), so as to integrate provisions of these sections 
relatin'" to charitable contributions with the amen&)ment to section 28(q). 

The amendments made by this section are applicable ivith respect to taxable 
yea&'s be'inning after December 81, 1942. In tlie case of any taxable y&. ar be- 
ginning before January 1, 1949, the election for such year may be made (in lieu 
of at the time of the filing of the return for such year) at any time witliin 1 rear 
after the date of the enactment of this bill, but not unless the taxpayer consents in 
writing to the assessmcut of any resulting deficiency for any other taxable year. 
$. Ez'emption from stoclc transfer taaes. 

Section 4 of the bill amends section 1802(b) of the Internal Revenue Co&le 
(relating to stamp taxes on transfers of stock) to exempt from tax transfers from 
a corporation to a registered nominee of such corporation, or from one such 
nominee to another such nominee, provided the shares of certificates;ire held by 
the nominee fov the same purpose for which they would be held if retained by the 
corporation. Transfers by the nominee back to the corpovation are also exempted 
from tax. 

The provision is considered desirable because, although the transfers described 
above represent changes in legal title, they do not represent a real change of 
interest. Corporations frequently fmd it convenient to make use of nominees in 
order to facilitate stock transfers. The use of nominees makes it unnecessary 
to obtain the vote of the board of directors before making a sale or transfer of 
stock. This method of achieving fiexibility in handling investments is believed to 
be &lesivable since no real change in interest occurs. 

Section 4 also provides that in the case of the death before the &hite of the 
enactment of this bill of a nominee of a corporation, no tax shall be impos& d upon 
any transfer of stock from his executor or adniinistrator to the &ovpor;ition, 
if such transi'er is made on or before the date of the enactment of this bill or 
within 1 year after such date, 

5. Contributions to certain trusteed plans proc(&ling c»&ployee a«»»it(os. 

Section 5 of this bill adds a new subsection (d) to section 165 of the Internal 
Revenue Code to provide that contributions to certain employee annuity trusts by 
employers shall not be included in the income of the einployees in the year in 
whichythe contributions weve nmde, &lespite the fact that such trusts ave not 

I'fi d under section 105(a). The application of the provision is linrited to 
trust a veemeuts entered into prior to October 21, 191', the effective elate o t e 



Revenue Act of 1942, which specified the present qualifications for employees' 
trusts under which contributions by employers are not taxable to employees as 
income in the year in which acquired by the trust. The application of the pro- 
vision is further limited to trusts under v;hich (1) the contributions are to be 
applied by the trustee for the purchase of annuity contracts for the benefit of 
employees, and (2) the employee, except with the consent of the trustee, is not 
entitled to any pay&nents under the annuity contracts except annuity payments. 
Thus, under this provision, the employees are given essentially the same treat- 
ment as those covered by plans qualifying under section 165(a). Your com- 
mittee believes this is desirable, since these contributions are not currently 
available, without the consent of the trustee, to the employee (making it neces- 
sary for him to lool- to other sources for funds to pay the tax on the employer's 
contribution), and since the employee might not have been on notice at the 
time of entering into such a contract that employer contributions under the plan 
would represent income currently taxable to him. 

This section of the bill also contemplates that the employer's contributions to 
such a trust will be taxable to the emplovee, when received in later years, as an 
annuity (pursuant to section 22(b) (2) of the Code). To this end it is provided 
that the amount contributed to such a trust by an employer shall not constitute 
consideration paid by the employee for such annuitv contract in determining 
the amount of annuity payments required to be included in his gross income 
under section 22(b) (2). An exception to this rule will be applicable in cases 
where income tax for any taxable year beginning before January 1, 1949, has 
been paid by the employee with respect to a contribution made by the employer 
for such year and such tax is not credited or retunded to the employee. In such 
event, the amount contributed by the employer for such year shall constitute 
consi&leration paid by the employee for such annuity contract in determining the 
employee's tax liability under section 22(b) (2). 

The amendments are applicable to taxable years beginning after December 31, 
1968, but have no application with respect to amounts contributed to a trust 
after June 1, 1949, if the trust on that date was ezempt under section 165(a) 
of the Code. This ls. tter provision is to prevent employers who have plans which 
have been amended to meet the requirements of section 165(a) from removiug 
the amendments and permitting the plans to revert to their former status. 
6. Reciprocal trlsts. 

Prior to 1940 certain reciprocal trusts were established with the apparent 
intent of minimizing estate taxes by what were then considered effective means. 
For example, an individual might establish a trust providing' that the corpus of 
the trust would be payable to his children upon his death. Under the general 
plan followed, certain rights in the trust were also given to his wife. These 
rights might consist of a general power to invade the corpus, to change the bene- 
ficiaries or to change the amount which they would receive. At the same time or a short time after the husband set up the trust, his wife would also establish a trust with assets of a similar amount, vesting in him povvers equivalent to those he had vested in her. By this reciprocal device it vvas thought that two persons could transfer property to their heirs without diminishing effective control during life but still paying the gift tax rather than the estate tax. The acceptance by the Treasury, prior to 1989, of the gift taxes paid (and, it is claimed, the assertion of occasional deficiencies) caused some taxpayers to believe this was a leg'itimate device. 

In 1940 in the Lehman case, however, the Circuit Court of appeals for the Second Circuit held that where trusts are found to have been created each in consideration of the other, the nominal grantors are to be interchanged for tax purposes. Thus, in the tvpe of case discussed above, the husband would be 
means that 
considered the grantor of the trust created by the wif . d ' . T e wi e, an vice versa. This means a the husband is considered to have reserved powers in the t t y p y is wife. This, under present law, is suflicient to require 

in e rus 
inclusion of the entire trust corpus in his gross estate upon his death. The court decisions in 1940 and subsequent years put taxpayers on notice as 
the situation is 
to the probable tax consequences of reciprocal trusts ' th fut . H in e ure. owever, ation is difTerent with respect to trusts created before 1940 th the Lehman decision. I e e ore , e year o 
the gift taz, although one 'f 

f tazpavers release their powers, they become subject to . gift taz ruay already have been paid. If they retain t e pc&vers, the trust property mill be included in the gross estate upon their eath, even though a giit tax may have been paid. 
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Section 0 of this bill removes hardship b extendin 1' y xen ing reief to peso s 
g pow each oth, befo e Ja u ri es a e re inquis men of such a power on or before December 81, 

, wi ) not be subject to the gift tax, and (2) not be considered, for the purpose of the estate tax, as having been made in contemplation of death. How- ever, the relief provided from the estate tax would apply only if the person who relinquished the power died after December 81, 1989. Section 6 also provides that, it either grantor relinquishes his power, the other reciprocal trust created 
by him inust, for all gift tax purposes, be treated as a completed gift ivhen made; 

Section 6 does not apply, however, to a relinquishment by a person ivho made 
his reciprocal transfer while a gift tax law was in effect unless (1) gift tax lvas 
paid upon such reciprocal transfer and not credited or refunded, or (2) a timely 
gift tax return was made by such person on account of such reciprocal transfer 
but no gift tax lvas paid upon such transfer because of deductions and exclus o s 
c ai ed on the return. It also does not apply to the assignment of a life estate 

. C lis1011S 

or other interest (as distinguished from the relinquishment of a power) which 
has been created in a reciprocal trust. 

1949 — 23-1M31 
AMENDING CERTA. IN PROVISIONS OI' THE INTERNAL REVENUE CODE 

[Senate Report No. 831, Eighty-first Congress, First Session. Calendar No. 838] 

[August 8 (legislative day, June 2), 1949] 

Mr. George, from the Committee on Finance, submitted the iollowing report 
[to accompany H. R. 5208]: 

The Committee on Finance, to whom was referred the bill (H. R. 5208) 
amending certain provisions of the Internal Revenue Code, having considered 
the same, report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

I. GENERAL STATEiMENT 

H. R. 5268 contains nine provisions which in the opinion of your committee, 
remove certain inequities or hardships in the present Federal tax laws. Six of 
the nine (all but sections 4, 7, and 9) were in the revenue revision bill (H. R. 
6712) passed by the House but not considered by your committee in the second 
session of the Eightieth Congress. Ymir committee added the last three sections 
of the bill and amended sections 5 and 6. The remainiug sections are the same 
as they were in the bill as it passed in the House. 

II. DETAII ED DISCUSSION OF THE BILL 

2'. Parnrcrs' returns. 
Present law does not require farmers to file a declaration of estimated tax 

under the current tax-payment system until January 15 of the year following 
the year in which the liability is incurred. The reason for this is that their 
income is more uncertain and subject to greater fluctuation tlian the income of 
most other taxpayers, and thus more difficult to estimate before the close of the 

taxable year. Also, since many farmers realize relatively little income before 

the latter part of the year, it would be a real financial hardship to thein to 

require the advance payment of part of tlieir tax in the forepart of the year, 

Since the January 15 date is relatively close io the Jiarch lo date, when final 

returns must be filed, many farmers have preferreil to file their' final returns by 

January Ir in lieu of malrin& a separate dec)aration of estimated tax. Because 
anuary o in 1 

farmers often insist oil filiii'" final returns, or precise estimates, by January 5, 

the accountants, lawyers, and other tax advisers in the towns aild smaller cities 

who customarily aid farmers in mailing out their returns have been deluged with 

worlgduring the first 15 days of January. 
In an effort to relieve this situation, s«rtion I of the bill amends section 00(a) 

of the Internal Revenue Code to provide that if a farmer on 8 calendar-year basis 

fil h' ' -tax l'etnrn on or b, fore, lanuary 01 fiillowing the close of the 
files his income- ax le. urn 

year, an pays in ~ d ays in full the amount computed on the return as payable, such 

return an( pa 1 payment shall also be considered as tile declaration and payment of 
1 

estiinate ~ t d tax now required to be made on or before Janu;iry 15. 'Ihe present 
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right of farmers to file a declaration of estimated tax by January 15 and a final 

return by Ilarch 15 is unchanged. Under present law, farmers also have the 
alternative of filing a final return by January 15, which return is also considered 
as the necessary declaration of estimated tax. The bill liberalizes this alternative 
by extending this final filing date to January 31. Comparable tres. tment is also 
accorded farmers making returns on a fiscal-year basis. 

P. Adj«st&sent to foreign taa credit in case of refund, of foreign taaes, 

Secti&m 2 of the bill amends section 131 of the Internal Revenue Code relating 
to credits for taxes of foreign countries and possessions of the United States. 
Section 131 provides, subject to limitations, that there shall be credited against 
United States income tax the amount of any income and excess profits taxes paid 
or accrued during the taxable year to any foreign country or to any possession 
of the United States. Section 131 further provides that, if any foreign tax paid 
is refunded, tlie amount of tbe United States tax for the year or years aftected 
shall b redetermined, with an adjustment in the credit to reflect the amount of 
the foreign tax refunded. This results in a deficiency in the United Staies tax 
p ivable by tlie taxpayer. 

In some countries, hoivever, a tax refund may itself (for reasons peculiar 
to the tax structure of the particular country) be subject to a tax for the year 
in which the refuiid is iuade. I&'or exaniple, assume a taxpayer has received credit 
against the United St:it& s tax in the year 1945 for $1, 000, the income tax paid to a 
foreign country. In 1&A7 the foreign country allows a refund of the $1, 000 tax 
paid in 1045, but imposes for the year 1947 a $300 tax on the amount of the refund. 
It is not clear under section 131 whether the United States foreign tax credit for 
19", & should be redo& ed by the gi oss amount of the refund ($1, 000) or by the net 
amouut ($700), Sectioii 2 of the bill clarifies the problein by providin, in adjust- 
in, " the forei. n tax credit, that only the net amount be considered as having been 
ref unde&1, 

Section 2 of this bill accordingly provides that, in this red&. termination of the 
amount due to the United States from the taxpayer for the year or years af'fected 
1&y a r& fund, the amount of taxes refunded (for which credit, has been allowed) 
sh;ill be reduced by the amount of any tax imposed by the foreign country or pos- 
sessi&»i on such iefund. However, no foreign tax credit and no deduction for 
any taxable year sliall be allowed with respect to the tax imposed on the refund 
by the foreign country or possession. This is done to prevent the double allow- 
ance of the tax paid the forei, n country on the refund, since, under this provision 
the credit is in effect allowed for the earlier year. 

Your committee's attention has also been directed to the fact that some foreign 
countries either do not pay interest on refunds of income and excess profits taxes 
or their interest rates are lower than the rate of interest; on a tleficiency deter- 
mined under United States laiv. When a refund is inade by a foreign country 
with respect to a tax for which credit has been allowed under section 131 of the 
Code, interest nuist be paid on the resulting deficiency in United States tax. This 
may result in the taxpayer paying more interest to the United States with respect 
to the deficien& y than be has received from the foreign country on the refund 
ivhich gave rise to the deficiency. Your committee believes that it is only equi- 
table to limit the aniount of. interest due on a defi iency resulting from such refund. Ac& ordingly, section 131 has been amended to provide that no inter- 
est shall be collected for any period prior to the receipt of the refund xcept to t e. extent interest for such period was paid by the foreign country or possession on the amount of such refund. 

Section -' also provides that both of these amendments shall be applicable to taxable yeai's be, "inning. after December 31, 1938, and if thc application of these amendments results in a refund to the taxpayer such refund shall be made irrespective of any provision or rule of law if a claim for refund is filecl within the period piescribed by section 322 of the Code or within 1 year from the enact- ment of the bill, v&hichever is later. 
8. Dcd«ction of charitable contributions l&y corporations. 

Section 3 of the bill amends section 23(q) of the Internal Revenue Code, which all&&ivs (subject to the o percent of net income liinitation) a deduction for charitable, etc. , contributions paid by corporations. Section 23(q) of the Code notv i&llows this deduction only where payment is actually made within the 
The amendment liberalizes the rule respecting time for payment by adding a rule that any such contribution will, in the case of a corporation on the acci u:il b, &-. is, and at the election of the taxpayer, made at the time the return 
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is filed 
made on r r 

e co»side 'ed as paid durin" the taxable year if payinent 
' act 11 n is ac»a y 

the taxabl 
or before the fifteenth day of the third month followin" th 1 o wing e cose o 

ized by the board of directors. 
e year, and if the contributioii has during the taxable . . b eyear eeu riut or- 

Your committee believes this amendment is desirable because & orporations in- 
tending to make the maximum charitable contributions allov;able as deductions 
have experienced difficulty in determining before the end of the taxable vear ivhat 
constitutes 5 percent of their net income. 

Section 8 also amends section 102(d) (1) (B) of the Code (r 1 ti ' t t 
102 net inco me); section S50(a) (2) (relating to net income of foreign personal 
holding companies); and section 505(a) (2) (relatin to uet incoine of &lornes- 
tic personal holrling companies), so as to integrate provisions of these sectious 
re a ing to charitable contributions with the amendment to section 20(q). 

The amendments made by this section are applicable with resp&et to taxable 

n'n f 
years beginning after December 81, 1942. In the case of any taxable year b 

i g be ore January 1, 1040, the election for such year may be made (in lieu of 
any axa e year egin- 

at the time of the filing of the return for such vear) at any time v ithin 1 year 
after the date of the enactment of this bill, but not unless the taxpayer co»se»ts 
in writing to the assessment of any resulting deficiency for any other taxable 
year. 
tr. Exemption, from stoct&, transfer taaes. 

Section 4 of the bill amen&is section 1S02(b) of the Internal Revenue C &le 

(re ating to starup taxes on transfers of stock) to exempt from tax tra»sfers Ic 
na eve»ue . o& e 

from a corporation to a registered nominee of such corporation, or from one such 
nominee to another such nominee, provided the shares or certificates are held 
by the nominee for the same purpose for which they would be held if retained 
by the corporation. Transfers by the nominee back to the corporation are also 
exempted from tax. 

The provision is considered desirable be&. ause, although the transfers described 
above represent changes in legal title, they d&& not represent a real change of 
interest. Corporations frequently firi&1 it. convenient to make use of nominees iu 
order to facilitate stock transfers. The use of »oininees makes it unnecessary 
to obtain the vote of the board of directors before raaking a sale or transfer of 
stock. This meihod of achieving fiexibility iii handling investments is believed 
to be desirable since no real change in ini. crest occ»rs. 

Section 4 also provides that in the case of the death before tlie date of the 
enactment of this bill of a nominee of a corporation, no tax shall be imposed upon 
any transfer of stock fror» his executor or adruinistrator to the corporation, if 
such transfer is made on or before the date of the enactment of this bill or within 
I year after such date. 

5. Contributions to certain, tr»steed plans pron, &ti&r!r c»&p!o!!ee»»&&»!ties. 

Section 5 of this bill as piissed by the House adds a neiv subseciion (d) to sec- 
tion 165 of the Internal Revenue Code to provide that contributions to certain 
employee annuity trusts by employers shall not be included in the income of the 
employees in t: he year in which the contributions were made, despite tlute fact 
that such trusts are not qualified under section 165(a). The»pplication of the 
provision is limited to trust agree»ie»ts entered into prior to October 21, 1042, 
the effective &late of the Reve»ue Act of I!&4", ivhich specified the present qualifi- 
cations for employees' trusts under ivhicli contributions by e»iployers are not 
taxable to eniployees as income in the ve»r in whicli acquired by the trust:. The 
application of the provision is further limited to trusts under. ivhich (1) the con- 

trib»tions are to be applied 1&y the trustee for the purchase of annuity contracts for 
the benefit of eruployees, an&1 (2) the employee, except with tlie consent of the 
trustee, is uot ciltitled to tiny payniellts »ruler thc;illllriity contracts except rn- 

nuity payme»ts. Thus, under tliis provision, the e»iployecs are given e. scntially 
the same treatment as those covered by plans q»alifying under section 10», (a). 
Your comniittce believes this is &1esir»ble, since these contributions;ire not cur- 

rently available, witho»i the co»sr»it of the truste&, to the eniployee (mal-ing it 
necessary for hiui to lool& to other sources for funds to pav the tax on the eniploy- 
er's contribution), and since tire employee might not lmve been on notice at the 
time of enteri» . into such;i contract th:it enqiloycr contributions under the plau 

woulrl represent iricoine currently tax»bi& to hi»i. 
As i»die»ted above this sectio»;is 1»;»sod by (lie IIo»se rvo»ld lmve postpo»ed 

the taxi» ~ to emplov& es of contrib»tio»s 1&y e»q&i»yern for;& i»»itv & ontracts (u»- 

der the conditions specified) only ivhere the ei»ployer uiad& the contribution. - to 
the trust, and the trustee purchased the aiinuity contracts for the hei»fit of &lie 



employees. Your committee has amended this section of the bill to extend 
similar treatment to amounts which the employer himself used to purchase the 
annuity contracts subsequently transferred to the trust. Your committee believes 
that there is no significant difference between these two types of cases and pro- 
poses, therefore, that the prospective annuitants in these eases be given the 
same tax treatment. The section was also amended to require that the employee 
be in the employ of the employer and covered by an agreement yrior to October 
21, 1942. Otherwise it would be possible to bring under this provision employees 
who were on notice at the time of entering into such a contract (after the passage 
of the Revenue Act of 1942) that employer contributions under the plan would rey- 
resent income currently taxable to them. The Ways and Means Committee report 
indicated that this was not the intent of the House. Since your committee 
agrees that this is one of the princiya. l reasons for proposing this provision, it 
has amended this section to limit the application of this provision as outlined 
above. 

This section of the bill also contemplates that the employer's contributions to 
such a trust, or for the yurchase of annuity contracts turned over to the trust, will 
be taxable to the employee, when received in later years, as an annuity (pursu- 
ant to section 22(b) (2) of the Code). To this end it is provided that the amount 
so contributed by an employer sha. ll not constitute consideration paid by the 
employee for such annuity contract in determining the amount of annuity yay- 
ments required to be included in his gross income under section 22(b) (2). An 
exception to this rule will be applicable in eases where income tax for any taxable 
year beginning before January 1, 1949, has been paid by the employee with respect 
to a contribution made by the employer for such year and such tax is not credited 
or refunded to the employee. In such event, the amount contributed by the em- 
ployer for such year shall constitute consideration yaid by the employee for such 
annuity contract in determining the employee's tax liability under section 
22(b) (2). 

The provisions of this section are apylicable to taxable years beginning after 
December 81, 1988, but have no application with respect to amounts contributed 
to a trust after June 1, 1949, if the trust on that date was exempt under sectio~ 
165(a) of the Code. This latter provision is to prevent employers who have 
plans which have been amended to meet the requirements of section 105(a) from 
removing the amendments and permitting the plans to revert to their former 
sta, tus. In the case of employer-purchased annuity contracts which are trans- 
ferred to the trustee, the time of the purchase of the annuity contract, rather than 
the time of transfer to the trustee, will govern the determination of whether or not 
the contribution was made to the trust before or after June 1, 1949. 
6. Reciprocal trusts. 

Prior to 1940 certain reciprocal trusts were established with the apparent intent 
of minimizing estate taxes by what were then considered effective means. For 
example, an individual might establish a trust providing that the corpus of the 
trust would be pavable to his children upon his death. Under the general plan 
followed, certain rights in the trust were also given to his wife. These rights 
might consist of a general power to invade the corpus, to change the beneficiaries 
or to change the amount which they would receive. At the same time or a short 
time after the husband set up the trust, his wife would also establish a trust 
with assets of a similar amount, vesting in him yowers equivalent to those he had 
vested in her. By this reciprocal device it was thought that two persons could transfer property to their heirs without diminishing effective control during life but still paying the gift tax rather than the estate tax. 

The acceptance by the Treasury, prior to 1939, of the gift taxes paid (and, it is claimed, the assertion of occasional deffciencies) caused some taxpayers to believe this was a legitimate device. 

Court 
However, in 1940 in Le@man v. Commissioner 109 Fed. (2d) 99 the C cu t of Appeals for the Second Circuit held that where trusts are found to 

l e ircui 
have been created each in consideration of the other, the nominal grantors are to be interchanged for tax purposes. Thus, in the type of case discussed above, the husband would be considered the grantor of the trust created by the wife, and vice versa. This means that the husband is considered to have reserved powers in the trust nominally set uy . by his wife. This, under present law, is sufficient to require inclusion of the entire trust corpus in his gross estate upon 

to the robable ta 
The court decisions in 1940 and subsequent years put taxpayers on notice as p x consequences of reciprocal trusts in the future. However, 



the situation is different with respect to trusts created bef r 1940, th e man decision. If taxpayers release their powers, they become subject to the gift tax, although one gift tax may already have been ~aid. If h . tain tbe owers the r p, e trust property will be included in the gross estate upon their death, even though a gift tax may have been paid. Section 6 of this bill removes hardship by extending relief to persons who created reciprocal trusts, vesting powers in each other, before January 1, 1940. This section amends section 1000 of the Internal Revenue Code and correspond ing provisions of prior law to provide that the relinquishment of such a power on or before December 81, 1950, will not be subject. to the gift tax. This section also provides that such a relinquishment is not to be considered for the purpo-e 
h of t e estate tax, as having been made in contemplation of death, but only if the person who made the relinquishment died after February 10, 1039. This last date was substituted for December 81, 1989, to coincide with the date of the 

enactment of the Internal Revenue Code. If either grautor relinquishes his 
power, the other reciprocal trust created by him must, for all gift-tax purposes, 
be treated as a completed gift when made. 

This section does»ot apply, however, to the assignment of a life estate or other 
interest (as distinguished from the relinquishment of a power) which has been 
created in a reciprocal trust. 

This section as amended by your committee applies only to a relinquishment 
by a person who made a reciprocal transfer upon which gift tax was paid a»d 
not credited or refunded. This section as passed by the House also applied 
where the reciprocal transfer was made (1) while no gift-tax law was in effect, 
or (2) while a gift-tax law was in effect but no gift tax was paid because of 
deductions and exclusions claimed on the return. Your committee has limited 
the scope of the provisions to cases where a prior gift tax was paid, since only 
in such cases would there be a double gift tax under present law as the result 
of the relinquishment of the trust powers. 

7. Transfers prior to bfarch $, 1081, arith life estate retained. 
Section 7, which your committee has added to the House bill, amends section 

811(c) of the Internal Revenue Code (relating to the estate tax treatment of 
transfers in contemplation of, or intended to take eftect in possession or enjoy- 
ment at or after, the decedent's death) to provide that property transferred be- 
fore March 4, 1081, shall not be includecl in the transferor's gross estate by reason 
of the fact that he retained nn estate for his life in the transferred property. 

This amendment is made necessary by the rece»t decision of the Supreme 
Court, bv a divided Court, in the case of Commissioner v. Church, (835 U, S. 682 
(January 17, 1049) ), holding property transferred by the decedent prior to 1M1 
to be includible in his gross estate because he retained the income from the prop- 
erty for life. This result was reached bv overruling I(Iay v. Heiner (281 U S, 
288 (1930) ), and three per curiam opinions bande&i down on March 2, 1M1, in 
which the Court had held that transfers in which the decedent retained a life 
estate were not taxable. The Congress in enacting a joint resolutiou on March 8, 
1081, to overcome the effect of 3Iay v. Heir&or and related cases did not intend 
to apply the le" islation retroactivelv. In fact, Mr. Garner, in explaining on 
March 8, 1M1, tbe joint resolution reported by the XVnys and hleans Committee, 
stated: 

"&Ve did»ot make it retroactive for the reason that we were afraid that the 
Senate would not agree to it. " 
The Supreme Court itself held, in Hassett v. Welch (803 U. S. 808 (1038) ), that 
the lnngua, e of the joint resolutio» a»d its subsequent reenactment vvas»ot meant 

to apply ret& oactively to transfers made before its enactment. 
Despite the 1'act that Congress has not seen fit to limit the effect of JI«y v. 

Heiner with respect to trnns&ers before March 4, 1M1, the present Supreme Court 

had, after eighteen venrs, decided that its statutory construction in llfay v. IIcin&. r 
vvas incorrect. In tbe words of Mr. Justice Reed's dissent from the Church 

decision; 
"In reliance upon a ]o»g settled course of legislative and judicial construction, 

clonors ave ma e prop cl h, ade property nrra»gements that shoul&1 not no&v be upset summnrily 
('o 

t ger reasons for doi»~ so thnn thnt former courts nnd the 'ongress 

did not interpret the legislation in the snme wny ns this Court uow does. " 

I th j int resolution of Nnrch 3, 1M1, Co»gress crented n»e&v estate tnx 
espect to transfers after Jlnr& h 8. It left uncim»ged 1 &e rule in effect 

fers before that date. It is the opinio» of your committee thnt 1 te old 
for trans ers 
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rule should have been continued in effect with respect to such transfers until 

changed by legislation. Since the rule has been changed by the Supreme Court 

in the Chur& h opinion, your committee believes that the Congress should act to 

restore the estate tax law to what it was prior to the Church opinion. 

Some persons might have surrendered their life estates after 1981 had they 

not relied on the interpretation of the estate tax law which has now been over- 

rhled and in some cases considerable hardship may result from application of 

the new interpretation presented in the Church case. It is the opinion of your 

committee that after all of these years these persons are entitled to rely upon 

the long standing interpretation in hlap v. IIetner, and the proposed amendment 

ccordingly intended to assure that result. lVhile the Treasury has proposed 
regulations which would relieve, in some cases, the hardship arising rom app i- f li- 

cation of the Church opinion, it would be beyond the power of the Treasury to 
alleviate the full effects of this opinion, and' legislation is necessary to accomplish 
this. 

The operation of the amendment made by this section may be illustrated by 

the follo&ving example: A, in 192, transferred property in trust retaining a life 
estate and giving the remainder indefeasibly to B and his heirs. Since the 
transfer was made before hfarch 4, 1981, and the only right or interest retained 
by the decedent in the property consists of an estate for his life, the transfer is 
not "intended to take effect in possession or enjoyment at or after his death" 
within the meaning of section 811(c) as amended by this section of the bill. 
Hen&'e, the property is not includible in the gross estate unless the transfer was 
made in contemplation of death or unless the property falls within some other 
subdivision of section 811, 

The amendment made to section 811(c) by this section of the bill does not, 
however, similarly change the estate-tax treatment of a transfer made before 
March 4, 1981, in case the decedcut retained both a life estate and some other 
right or interest in the transferred property. Thus, assume that A, in 1928, trans- 
ferred property in trust retaining a life estate and giving the remainder to B if 
living at A's death. In this case, since the property will revert to A by operation 
of law if he should survive B, A has retained more than a life estate. Accord- 
ingly, this section of the bill does not relieve A's estate from liability under the 
estate tax with respect to this property. 

The amendment made by this section is applicable with respect to estates of 
decedents dying after February 10, 1&089, the date of the enactment of the Internal 
Revenue Code. 

8. Reverters under the estate tax. 
Under the present interpretation of the estate-tax law, the full value of property 

transferred by the decedent during his lifetime is included in his gross estate if 
the following two conditions coexist: (1) Possession and enjoyment of the trans- 
ferred interest can be obtained only by beneficiaries who must survive the dece- 
dent; and (2) the decedent or his estate possesses a right or interest in the prop- 
erty. It has been held by the courts that the second of these conditions is satis- 
fied where the decedent's interest is only a right of reverter. This is illustrated 
in a recent Supreme Court decision (Lstate of Spiege/ v, Commissioner, 885 U. S. 
701). In this case Spic el established a trust when he was 47 years old and 
his three children were aged 25, &5&, and 18. At his death 20 years later the 
children were still living and there were three grandchildren. Despite the fact 
that the corpus of the trust would revert to Spiegel only if he survived all of his 
children and grandchildren, the entire value of this property was included in his 
gross estate. One of the justices in a dissenting opinion pointed out that, given 
the facts of the Spiegel case, the value to a settlor just prior to death of a reverter 
on a $1, 000. 000 trust fund (the Spiegel trust fund was about $1, 140, 000) would 
be about $70. As he phrased it: "The relation of $70 to $1, 000, 000 ordinarily 
would be de minimis and certainly not one which would induce Congress to permit 
the assessment of a tax of' over $450, 000 because of its existence. " 

Section 8, which your comruittee has added to the House bill, further amends 
section 811(c) of the Internal Revenue Code, to provide that the amount of 
the transferred property to be included in the gross estate shall not exceed the 
actuarial value of the decedent's reversionary interest immediately before his 
death. It applies only in case the property transferred by the decedent would not 
be includible under section 811(c) in determining the value of his gross estate 
except br reason of the fact that he retained a reversionary interest in the prop- 
ertv. The term "reversionary interest" is defined so as to include both a pos- 
sibility that the transferred property or a portion thereof may return to the dece- 



dent or his estate and a possibility that the transferred property or a portion thereof may pass under the exercise of a power by the decedent. The latter os- sibilit ma be illu r 
' ' 

y y e il ustrated kiy assuming that A transferred propertv in trust to 
er p rs- 

B if livin 
accumulate the income until his death and then to pay the accu I t d f d t i iving; but if B should predecease A, then the fund is to be paid to whomsoever 
A shall alipoint by will. Under the existing construction of section 811(c), the entire fund is includible in A's gross estate in the event of his death during B's 
lifetime. The effect of this section of the bill is to limit the amount includible 
to the value, immediately before A's death, of the interest which he can appoint 
by will; except where the transfer was made in coutemplation of death or ivhere 
the property falls within some other subdivision of section 811. 

The amendment made by this section is applicable only with respect to estates 
of decedents dying after the date of enactment of the bill. 
9. Percentage depletion for perlite and diatoniaceous earth. 

Section 0, which was not contained in the House bill, amends section 114(b) 
of the Internal Revenue Code to provide a different basis for allowance of deple- 
tion in the case of mines or deposits of perlite and diatomaceous earth. The 
effect of the amendments made by this section of the bill is to add mines or 
deposits of perlite and diatomaceous earth to the list of nonmetallic mines or 
deposits which are allowed depletion in the amount of 15 percent of the gross 
income derived therefrom, and io make inapplicable to these mines or deposits 
the allowance of depletion upon the basis of discovery value. It is proposed to 
allow percentage depletion only with respect to perlite and diatomaceous earth 
in the dried crude mineral form, before grinding or any otlicr preparation for any 
particular market. Perkite is a volcanic glass, and diatomaceous earth, a chalk- 
like, or clay-like material which is the silicitied skeleton remains of colonial 
a. lgae. 

The Director of the Bureau of Mines reports that although the Bureau does 
not have a detailed statistical record which would completely define the degi'ee 
of competition of these minerals with those now accorded percentage depletion, 
"such competition is known to exist. " IIe further reports: 

"E&or example, diatomaceous earth is used as a heat-insulating material and as 
su&h competes with vermiculit. e in some applications. Diatomaceous earth is 
also used as a filler in a wide variety of products, and therefore competes in vary- 
ng degree with other minerals that serve this market, such as china clay, beni. o- 

nite, talc, and barite, all of which are allowed percentage depletion. 
"Similarlv, perlite competes with vermiculite in the lightweight aggregate 

market. " 
Other ieports indicate that perlite or diatomaceous earth, or both are also 

competitive with ball and sagger clay, feldspar, mica, and pyrophyllite. Since all 
of these minerals, as well as those mentioned above by the Director of ktlines, 
receive percentage depletion, your committee believes that the benefits of per- 
centage depletion should also be extended to perlite and diatomaceous earth to 
remove any tax differential wliich might prevent them from competing on an 
equal basis with these other ininerals. 

It is not proposed to allow percentage depletion with respect to the value added 
as the result of grinding or other special preparation because ma. ny of tlic extrac- 
tors do not themselves carry on this process, but rai. her sell these minerals in 
crude form and let others carry on any processing required. Thus to akko&v per- 
centage depletion with respe&. 't to this added value ivould discriminate against 
those selling these n&inerals in crude form, since perceni. agc depletion is not al- 
lowable to processors. 

The amendments made by this section are applicable with respect to tax:ible 
years beginning after December 81, 1048. 

1N9 — 93 — 132M 

INTERNAL REVENUE CODE AMENDIIENTS 

[House of Reiiressntatives Report No. 1412, Eighty-first Coo "ross, Eirst Session] 

[October 11, 1040] 

Mr, Doughton, from the conimittee of conference, subniiited the fokkn«ing 

conference report to accoinpany H. R. ~008: 
Tlie coniinittee of conference on the disagreein . votes of the tivo II&&uses on 

ihe amcii&iments of the Seiiaie to thc bill (H. R. , &"08) to am&'nd cert, &in provisions 



of the Internal Revenue Code, having met, after full and free conference, have 

agreed to recommend and do recommend to their respective Houses as follows: 
&C 

STATEl(IENT OF THLc MANAGERS ON THE PART OF THE HOUSE 

The managers on the part of the House at the conference on the disagreeing 
votes of the two Houses on the amendments of the Seriate to the bill (H. R. 5268) 
to amend certain provisions of the Internal Revenue Code, submit the following 
statement in explanation of the effect of the action agreed upon by the conferees 
and recommended in ihe accompanying conference report: 

Aniendment Iso. 1: The House bill amended section 16o of the Internal Revenue 
Code to provide that contributions made by an employer to a trust to be applied 
by the trustee for the purchase of annuiiy contracts for the benefit of an em- 

ployee shall not be included, under certain conditions, in the income of the 
employee in the year in which the contribution is made, even though the trust 
is not qualified under section 166(a). The Senate amendment extends the 
appiication of this provision of the House bill to cases where the employer 
purchased an annuity contract and transferred it' to the trustee. The House bill 
liinited the application of the amendment to section 165 to contributions made 
pursuant to a written agreement entered into prior to October 21, 1942. The 
Senate amendment further limits the application of the provision by providing 
that the tenn "employee" shall include only a person who was in the employ of- 

the employer, and was covered by the written agreement, prior to October 21, 1942. 
The House recedes. 

Amendments Nos. 2 and 8: The House bill provided, with respect to certain 
reciprocal trusts, for the relinquishment free of gift tax of any power over the 
property in trust or over the income therefrom, if the relinquishment is made 
on or before December 81, 1950. The House provisiou was not to apply if at 
the time of the transfer in trust a law was in effect imposing a gift tax unless (1) 
a gift tax was paid or (2) a gift tax return was made but no gift tax was paid 
because of deductions and exclusions. The Senate amendments limit the applica- 
tion of thc House bill to cases where the original transfer in trust was made at 
a time when a law was in effect imposing a gift tax and a gift tax was paid 
with respect to the transfer. The House recedes. 

Amendment No. 4: This is a clerical amendment and the IIouse recedes. 
Amendment No. 5: The House bill provided, in connection with its provisions 

for relinquishment free of gift tax of a power over a reciprocal trust, that the 
relinquishment of the power shall be deemed not to have been made in contempla- 
tion of death for the purposes of the estate tax. This provision in the House bill 
was applicable with respect to decedents dying after December 81, 1989. The 
Senate amendment makes the provision applicable to decedents dying after 
February 10, 1989, the date of the enactment of the Internal Revenue Code. 
The House recedes. 

Amendments Nos. 6 and 7: These Senate amendments, for which there are no 
corresponding provisions in the House bill, amend section 811(c) of the Internal 
Revenue Code to change the estate-tax treatment of transfers of property during 
life which are intended to take effect in possession or enjoyment at or after the 
transferor's death. Amendment No. 6 provides that property so transferred be- 
fore June 7, 1982, shall not be included in the transferor's gross estate for estate- 
tax purposes by reason of the fact that he retained a life estate or similar rights 
in the income from the property unless the transfer was made after March 8, 1981, 
and bei'ore June 7, 1982, and is includible in his gross estate by reason of the 
amendatory language of the joint resolution of i%larch 8, 1981 (46 Stat. 1616). 
Amendment No. 7 provides that property so transferred shall not be included in 
the transferor's gross estate, by reason of the fact that he retained a reversionary 
interest in the property, except to the extent of the value of such reversionary in- 
terest immediately before his death. Both amendments apply only to estates of 
de«edents dving after February 10„1989, the date of enactment of the Internal I'evenue Code. In certain cases affected only by amendment No. 7, a 1-year period is provided for filing claims for refunds which would otherwise be barred. The House recedes with ainendments. 

The conference amendments make two changes in the Senate amendments relatin to transfers of property made before March 4, 1981, in which the decedent reserved a life estate or other income interest. Under the Senate amendm nts 
u '. 

e men men s, s ch transfers are not, by reason of such reservation, includible in the decedent's 
gross estate. Under the conference amendments, such transfers are excluded 
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from the decedent's gross estate only if his death occurs before January 1, 10~0. 
If the transferor dies after December 31, 1040, the property will be inclttdible, 
unrler the conference amendmeni. s, in his gross estate under subparagraph (B) 
of section 811(c) (1) of the Code; but such a transferor is given certain tpax-free 
privileges if he disposes of his income interest prior to 1051. Specidcaily, the 
conference amendments provide that persons who made such transfers prior t 
5 arch 4, 19~1, may assign or relinquish their income interests during 1949 and 

s e 's prior o 

1&&o0 free of gift tax, and also provide that such assignments or relinquishments 
shall, if made at any time prior to 19n1, not be deemed to have been marie in con- 
templation of death. This privile e of tax-free assignment or relinquishment is 
available without regard to whether the transferor also has a reversionary inter- 
est in i. he property, but is not available where the transferor had on October 7, 
1949, a power over the transferred property, and not over the income interest only, 
which would require the inclusion of the property under section 811(d) of the 
Code. In the case of reciprocal trusts which were created each in consideration 
of the other, these tax-free privileges are available to a life tenaut of a trust 
which he construciively created. The tax immunities provided by these conference 
amendments also apply to a transfer made after March 3, 1931, anti before June 
7, 1932, with reservation by the transferor of an income interest v;hich would not 
render the transferred property includible in his gross estate by reason of the 
amendatory la»guage in the joint resolution of March 3, 1031. 

The Senate amendments provide that if property transferred by the decedent 
would be includible in his gross estate only by reason of the retention by him of 
a reversionary interest in the property, the amount to be included shall not 
exceed the value of such interest immediately before his death. While the 
Senate amendments apply to transfers whenever made, the conference amend- 
ments provide one rule for transfers made prior to October 8, 1940, and a different 
rule for subsequent transfers. 

With respect i. o the transfer before Octob r 8, 1S49, of an interest intended to 
take effect in possession or enjoyment at or after the de&. edcnt's death, the cou- 

ference amendments retain the present rule that the errtire vahre of the interest 
is included in the decedent's gross ca(ate, but restricts the application of such 

rule to cases i»which the decedent expressly retained a reversionary int& rest 
having a value immediately before the decedent's death in excess of 5 percent 

of the value of the transferred property. Where tire reversion;rrv interest has a 
value of not more than 5 percent of the value of the transferred property, or 
where it arises by operation of law (regardless of its value), it will not cause the 

properly to be i»elude&l in the decedent's gross estate to any extent. 
The term "reversiorrary interest" includes a possibility, whether vested or 

contingeni. , that transferred property may return to tire &lecedent or his estate 

or that transferred property may become subject to a power of &lispositio» by 

the decedent. The term does not, however, include rights to inconre only, such 

as the right to receive the income from a trust after the death nf another. perso». 

In determining whether the value of the reversionary interest exceeds:& percent, 

it is to be compared with the entire value of the iransferred property, irrcluding 

interests which are not dependent upon survivorship of the rlecedent. Thus if A 

transferred property in trust with the income payable to B for B's life with 

remainder to X unless B predeceases A, in which event the property shall reiurrr 

to A, and A dies during B's life, the value of A's reversionary interest imme- 

diately before his death shall be compared with tire entire value of the trust 

corpus, without deduction of the value of B's outstanding life estate. Arever- 

sionary interest which, for example, exists in only nne-half of the corpus of a 

trust shall be computed as a percenta e of tire value of such one-half. The value 

is to be computed as of the moment immediately prior to the dece&lent's death 

without regard to whether his executor elects to hrrve the gross estate valued as 

provided under section 811(j) of the Code. A possibility that the &lccedent »ray 

be able to dispose of property under certain conditions slmll be deemed to be 

as valuable as a right to the return of the property to him under those conditions. 

The decedent's reversionary interest is to be valued by recognized valu:rtion 

principles, pursuant to regulations prescribed by the Conunissio»er of Internal 

Itevenue with the approval of the Secretary of the Treasury, and. of cour. &, 

without regard to the fact of the decedent's death. The value shall be ascert:rirrn&1 

as thou h the decedent were immediately before his death, »raki» a gift of th&r 

property and retaining the reversionary interest. . The rule of. Robirrctte . IIe- a 

verrng (318 U. S. 184), under which a reversion;rry interest not havirrg an;rsccr- 

tainable value under recognized valuation principles is considered to have a 

value of zero, is to apply. Thus, if a reversionary interest consisting of a right 
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enforceable in equity to compel a trustee to apply trust corpus for the suPPort and 

maintenance of the grantor would be considered to have a value of zero for gift 
tax purposes were it being retained under a transfer by gift, it is to be similarly 
valued for the purpose of the conference amendments. 

The amendments last described apply only where possession or enjoyment of the 
transferred interest cannot be obtained except by beneficiaries who must survive 
the decedent. The existing rule that a transfer of a property interest is not 
intended to take effect in possession or enjoyment at or after the decedent's death 
unless the beneficiaries must survive the decedent to obtain possession or enjoy- 
ment is not disturbed. 

The following examples illustrate the application of the conference amend- 
ments to transfers made prior to October 8, 1949: 

Example (1): The decedent, prior to October 8, 1940, transferred property in 
trust, giving the income therefrom to his son for life and the remainder to his 
son's surviving issue. It was further provided that if no issue survived the son, 
the property was to revert to the decedent or his estate. In this case, neither the 
son nor his issue need survive the decedent in order to obtain possession or enjoy- 
ment of the property. Therefore, the transfer is not taxable to any extent under 
section 811(c) as amended in conference (nor under the existing rule), the value 
of the reversionary interest being immaterial for this purpose. 

Example (2): The decedent, prior to 0 tober 8, 1049, transferred property in 
trust to accumulate the income during his life, and at his death to pay the princi- 
pal and accumulated income to his son if living; if not, to the decedent or his 
estate. In this case the son cannot obtain possession or enjoyment of the prop- 
erty unless he survives the decedent. Under the conference amendments the 
entire value of the transferred property is, therefore, includible in the decedent's 
gross estate if the value of his reversionary interest immediately before his death 
exceeds 5 percent of the value of the trust property. 

Example (8): The decedent in 1920 transferred property in trust reserving to 
himself the income for his life, with the remainder to those five named grand- 
children who survive him. The trust instrument specifically provided that if 
none of the grandchildren survives him, the property is to return to him. The 
decedent died in 1948 survived by the five grandchildren. Under the conference 
amendments the transferred property is not includible (under section 
811(c) (1) (B) ) in the decedent's gross estate by reason of his life estate since he 
died prior to 1000. Nor is the property includible (under section 811(c) (1) (C) ) 
by reason of his reversionary interest since its value immediately before his death 
was less than 5 percent of the value of the trust property. 

Under the conference amendments, the test of whether possession or enjoy- 
ment must await the transferor's death will also apply to transfers made after 
October 7, 1949. The taxability of such transfers is, however, not dependent upon 
the retention by the transferor of an interest in the property, thus rendering 
inapplicable the contrary rule enunciated by the Supreme Court in Reinecke v. Xorthere Trnst Co. (278 U. S. 889) that the property must pass from the pos- 
session or control of the transferor at his death. 

of 
A twofold rule applies to transfers made after October 7, 1040 for the purp e o determining whether the transfer is intended to take effect in possession or enjoyment at or after the decedent's death. The first of these rules is that an interest in property transferred by the decedent is includible in his gross estate if possession or enjoyment of the property can, through ownership of such interest, be obtained only by surviving the decedent. Where separate interests are trans- 

t 
ferred to each of several beneficiaries the above rule is to be sepa at l. I' d o each interest. Thus, if beneficiary A receives an interest which enables him to obtain possession or enjoyment of the property without surviving the decedent and beneficiary B obtains an interest which enables him to obtain possession or enjovment of the property only by surviving the decedent, it is only the transfer of the interest to beneficiary B which is intended to take effect in possession or 
his n 
enjoyment at or after the decedent's death. Likewise if th t f is son the immediate right to receive the income from the ro ert until 5 years a f ter the t ran sf eror' s death, and the right to the corpus upon the expira- tion of such term, it is only the transfer of the latter interest which is intended to take effect in possession or enjoyment at or after the t f The secon e second rule is that an interest in property transferred by the decedent after October 7, 1049, shall be included in his gross estate if contin encies provided bv the ter e erms of the transfer, possession or enjoyment o the property can, through ownership of such interest, be obtained onl b surviving the earlier to occur of (1) the decede t' d th ec en s ea or (2) some other 
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event; and such other event did not in fact occur during the decedent's life. This rule, like the first rule, is to be applied in the light of the circumstances existing immediately prior to the decedent's death. The expression " e ' e expression ' 
s&&me ot er event is intended to include the expiration of a term of years ov the happening or failure to happen of a certain or uncertain event (incln&liu the possible exercise of a power which is not a taxable power of appointruent as defined in section 811(f) (2) of the Code). 

Neither of the above rules, however, draws into the decedent's gross estate 
an interest in property transferred by him if possession or enjoyeruent of tbe 
property was obtainable during the de«edent's life through the exev&&ise of a 
power of appointment as &i«fine in ~ection 811(f) (2) of the Code aiid such 
power was in fact exercisable immediately prior to &lecedent's death. 

The following examples illustraie the application of the conference amend&uer&ts 
to tvansfers ma&le after October 7, 1940: 

Example (1): The decedent, aftev October 7, 1949, transferred prop«ity in 
trust, providing for an estate fov life in his daughter, and a remainder to the 
children of the daughter. No part of the property is includible. 'I'he daughter 
can possess and enjoy the property tbvough o&vnership of the life estate &vithout 
surviving the decedent. The same is true of the daughter's child&'en with respect 
io their vciuaind& v interest. 

Example (2): The decedent, after Octob, . r 7, 1049, transferred prop«rty in 
trust, to pay (. he income to his wife during her life, and at her death to pry the 
corpus to the &le«dent if living, and if not, to his children. The de«ed: ni, &ras 
survived by his wife. The tvansferred property, less the outstanding life est;&te 
in the wife, is includible in the decedent's gross estate since tl&e children & annot 
obtain possession i&v en, joyuient of the property, through owncvship of their 

- interest, ex& ept by surviving the decedent. 
Example (3): Tlie decederit, after October 7, 1049, transferred property in 

trust to accumulate ihe in&&erne duving his life and at his death to distribute the 
principal anil accumulated income to his son or tbe son's estar&. YVhile the 
de& edent has retained no right. ov interest in the property, the transfer is t &xable 
since possession ov enjoyment of the property cannot be obtained «x«. pt by 
surviving the &lecedent. 

Example (4): 'lhe decedent, after October 7, 1940, transferred p&npevty in 
trust pvovi&ling for payment of the income to his wife until h&iv death, at which 
time the son would receive the corpus. If the snn pre&le&a&ised the wife the 
corpus was to revert, to the decedent if living at his wife's d&iath; aml if rbe 
decedent vvas not tl&en living, it was to pass to X or X's «stoic. The decedent 
was survived by his wife, his son, and X. N&ithev the interest transferred to 
the wife nov to the soii is includible in the decedent's gross estate since each 
could, through ownership oi his interest, obtain possession or enjoyment of 
the property even thoii b tbe decedent v. as living, The intcvcst tr;insferred 
to X, however, is inclu&lible under section 811(c) (3) (A) (to the extent of the 
value of X's interest iminediately after the decedent's death) since X's possession 
or enjoyment of the pvoperty, if it materializes, could be obt;iined only l&y surviv- 
ing the decedent. Section 811(c) (3) (EE) has no application to this exarnp]e. 

Example (0): 'I'he decedent, after October 7, 1940, transferred property in 
trust, to accumulate the income until his son reached tlie a "& of 30, or until the 
de& ederii. 's prior death. Upon the first to occur of tliese «r&ints the son &vas to 
receive the corpus. The decedent's death in fact occurred before liis son attained 
the age of 30. Tbe tvansfer is taxable under sectiou 811(c) (3) (8) since the 
son could obtain possession or enjoyment only by suvviriug the curlier to occur 
of the decc&lent's death or the son's attaining age 30, and since the decedent's 
death in fact occuvred first. 

Example (0): Tl&e decedent, after Oci. ober 7, 1', )40, transfevr«d pvopeitr in 
trust providing for accun&ulation of the inco&ne during his life, and at his &le;itli 

to pay the entire fund to his children or their issue. Elis &rife was given the 
unrestricted power to alter, amend, or revolve the tiust. The wife sui vive&i the 
decedent and did not in fact exercise ber power during the decedent's life. Under 

the last sentence of section 811(c) (3) the transfer is not taxable sirice possession 
or enjoyment of the propeity was obtainable during the decedent's life thv&&ugli 

the exevcise of i. he wife's power, which was a po&ve~v of i&pp&&iutn&ent;&. d«fiiied 

in section 811(f) (2) of the Code, aml &vas in fact exercisable imiuediately prior 
to the decedent's death. 

In order to effectuate the chan es made bv the confcren&e aruen&lment. siuh 
amendments subdivide section 811(c) of the (, 'ode into three par:i i", iphs. Para- 
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graph (I) merely states the existing general rule that transferred property is 

includible in the decedent's gross estate if made (A) in contemplation of death, 

(B) with reservation of an income interest, or (C) if intended to take effect in 

possession or enjoyment at, or after his death. Paragraph (2) provides a limiting 

requirement (the 5 percent rule explained above) in the case of transfers i~tended 

to take effect in possession or enjoyment at or after the decedent's death if made 

before October 8, 1949. Paragraph (8) contains the rules, heretofore explained, 

under which a transfer shall be considered to be intended to take effect in 

possession or enjoyment at or after the decedent's death if made after October 7, 

1049. 
'Paragraph (I) (B) of section 811(c), as t'hus subdivided, contains the amenda- 

tory language enacted into the estate tax law by section 808(a. ) of the Revenue 

Act of 1082, re)at. ing to transfers in which an income interest is retained. Prior 

to Cutntniwionei v. Chu&-ch (88u U. S. 682) the Supreme Court had held in the 

case of IIassett v. TVelch (808 U. S. 808) that such amendatory 1982 language did 

not apply to transfers made prior to its enactment. However, the Church deci- 

sion held that this same type of transfer was taxable without regard to the time 

of tbe transfer under the intended to take effect in possession or enjoyment 

clause. I~'or the sake of clarity, the conference amendments make applicable the 

amendatory language of the 1082 act to transfers whenever made in eases of 

decedents dying after 1940, thus retaining the result of the Church decision for 

the future. At the same time the conference amendments also provide certain 

relief against hardship as already explained. 
The income interests described by section 811(c) (I) (B) and by similar lan- 

guage elsewhere in the conference amendments include reserved rights to the 

income from transferred property and rights to possess or enjoy non-income- 

producing property. Such interests also include a reserved power to designate 

the persons who shall, during the decedent's life or during any lesser period de- 

scribed in section 811(c) (I) (B), receive the income from transferred property or 

who shall, during any such period, possess or enjoy non-income-producing prop- 

erty. Such interests do not, however, include powers over the transferred prop- 

erty itself not affecting the enjoyment of the income during the decedent's life. 
The expression "not ascertainable without reference to his death" as used in 

section 811(c) (I) (B) and elsewhere in the conference amendments includes the 

right to receive the income from transferred property after the death of another 

person who in fact survived the transferor; but in such a ease the amount to be 
included under section 811(c) (I) (B) in the transferor's gross estate does not 
include the value of the outstanding income interest in such other person. 

The conference amendments, 'in conformity with tbe Senate amendments, do 

not apply to decedents wbo died on or before I'ebruary 10, 1989. No interest shall 
be allovved or paid on any overpayment resulting from the enactment of the con- 
ference amendments vvith respect t. o any payment made prior to the date of such 
enactment. 

The conference amendments, like the Senate amendments, provide a rule for 
cases in which the refund or credit of an overpayment resulting from the enact- 
ment of the amendments is prevented on the date of such enactment, or within one 
year from such date, by the operation of any law or rule of Iaw (4ncluding a 
judicial determination, but not including section 8760 or 8761 of the Code). The 
refund or credit is, nevertheless, to be made or allowed if it results from the 
application of the amendments to a transfer of property in which the decedent 
did. not retain any income interest described in section 811(c) (I) (B), if claim 
therefor is filed within one year from the date of the enactment of the bill. How- 
ever, a refund or credit which is so prevented may not be allowed if it results from 
the application of the amendments to a transfer of property in which the decedent 
retained any such income interest. 

Amen&lment No. 8: The Senate amendment aclded a new section to the House 
bill amendin section 114(b) of the Code to provide percentage depletion at the 
rate of 15 percent in the case of perlite, diatomaceous earth, tripoli, granite, 
marble, borax mines and deposits, sand, „ravel, stone, calcium and magnesium 

ot er onmetallic clays and minerals. The conferees agreetl 
to eliminate this amendment with the understanding that the entire matter of 
percentage depletion will be considered early next year after full stud and 
hearings. The Senate re«edes. 

year a er u s u y an 

Ametttlment No. 0: 
bill amendin ara t. a 

. , : The Senate amendment added a new ~ection to the H ouse 

$100 in value of i 

g p g: ph I t98 of the Tariff Act of 1080 which now provides that 

dent of the United States re 
articles mar be bt ought into this country free of dut. by 

es returning from abroad if su«h articles are for personal 
y y a resi- 



use and other restrictive conditions are met. The Senate anIendment increases to 
$200 the existing exemption of $100. The Iiouse recedes with a change in . ection 
number. 

Amendment No. 10: The Senate amendment added a new section to the bill to 
provide that if stock in a corporation was exchanged after 3iarch 11, 1941, anti 
prior to Julv 1, 194O, by a testamentary trust for stock and other securities in 
such corporation in pursuance of a recapitalization under State law of that cor- 
poration, and if the stock and securities so received by the trust are surrendered 
prior to January 1, 1960, to the corporation solely in exchange for stocl- identical 
in character and amount v ith that previously held by the trust, no gain, profit, 
income, loss or deduction from such exchange or reexchange shall be recognized, 
for income tax purposes, to the corporation or the trust. The Senate recedes. 

Amendment No. 11: The Senate amendment added a new section to the House 
bill to provide that where a new corporation is formed, pursuant to a plan of 
reorganization, by using part of the assets of an existing corporation, aml the 
stock of the new corporation is distributed to the stockholders of the existing 
corporation without surrender of the stoclr in the existing corporation, no tax 
effect is recognized with respect to the stockholder as a result of the reorganiza- 
tion. The Senate recedes. 

Amendment No. 12: The Senate amendment added a new section to the House 
bill amending subchapter B of Chapi. er 8 of the Internal Revenue Code to provide 
that the additional estate tax imposed by section 965 does not apply in the case of 
a citizen or resident dying between December 6, 1941, and January 1, 1947, while 
in military service of the United States or any of the United Nations, if the dece- 
dent was killed in action or died as the result of injuries or of disease "suffered 
in line of duty by reason of a hazard to which he was subjected as an incident of 
military or naval service. " No interest is to be paid on any refund resulting from 
the amendment. The amendment further provides that if the making of a 1 efund 
resulting from the amendment is barred on the date of the enactment of the bill, 
or within 1 year from such date, by the operation of any law or rule of law (includ- 
ing a judicial determination but not including section 8761 of the Code) the refund 
shall, nevertheless, be made if claim therefor is filed within 1 year from the date 
of the enactment of the bill. The House recedes with a change in section number. 
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Ruling No. Page 

Accounting methods, accrual of retroactive increase in tem- 
porary air mail rates 

Adjusted gross income, expenditures by Columbus, Ohio, police 
officer from cash allowance for purchase and maintenance of 
uniforms 

Affiliated corporations, denial of election to ffle separate calen- 
dar year 1949 'returns 

Agreements, closing, policy and procedure 
Air mail rates, temporary, accrual of retroactive increase 
Alabama, county gasoline license tax, by whom deductible 
Amendments: 

Regulations 116— 
Sections 405. 102(h) 40o. 501(c), 405. 601, 405. 602, 

405. 701, 405. 805(a) 
Sections 405. 107, 405, 605, 405. 606 (added) 

Regulations 111— 
Hections 29. 22(d) — I and 29. 22(d) — 2 
Sections 29. 143 — I, 29. 143 — 3, 29. 144- 2, 29. 148 — I, 

29. 211--7, 29. 231-1, 29. 251-1 
Regulations 108-- 

Sections 86. 1 and 86. 2(b) 
Regulations 106— 

Sections 402. 201(i), 402. 501, 402. 607a (added) 
Sections 402. 501, 402. 504, 402. 601, 402. 603, 402. 607, 

402. 702, 402. 703, 402. 704 
Regulations 105— 

Sections 81. 17, 81. 18, 81. 19 
Section 81. 24(5) 

Regulai, ions 103— 
Sections 19. 22(d) — I and 19. 22(d) — 2 

Regulai, ions 42 (1942)— 
Section 130. 64 

Regulations 24— 
Sections 180. 90, 180. 91, 180. 142, 180. 143 
Section 180. 93a (sdded) 
Sections 180. 93b (addrdl, 180. 93c (added), 180. 93d 

(added), 180. 93e (added) 
Regulations 21— 

Sections 191. 59, 191. 60 
Regulai, ions 20— 

Sections 194. 75, 194. 76 
Sections 194. 79a (added), 194. 80 

Regulat. ions 19— 
Section 195. 88 

Regulations 18— 
Section 192. 227 
Section 192. 256 

Regulations 16— 
Sections 187. 53, 187:55, 187. 56, 187. 56a (added) 

Section 187. 120 
(303) 
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13129 
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13219 117 

13255 123 

13)95 
13218 
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13133 130 

l3]66 
'1 3124 

132G3 

217 
249 

250 

13165 246 

13l 64 
13226 

243 
244 

13163 242 

13185 
13162 

13266 
131GI 

241 
242 

239 
240 

13254 119 
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Ruling No. Page 

Amendments — Continued 
Regulations 15— 

Sections 190. 12, 190. 33, 190. 42, 190. 45(b), 190. 100, 
190. 332, 190. 333, 190. 335, 190. 336, 190. 340, 190. 344, 
190. 357 

Sections' 190. 186, 190. 430, 190. 431 
Sections 190. 481, 190. 482 

Regulations 11— 
Sections 189. 22, 189. 72, 189. 73, 189. 74, 189. 75, 189. 90 
Sections 189. 133, 189. 134 
Sections 189. 138a, 189. 139a 

Regulations 10— 
Sections 185. 154, 185. 298, etc 
Sections 185. 217, 185. 234, 185. 237 (revoked), 185. 238, 

185. 239, 185. 240, 185. 241, 185. 243, 185. 244, 185. 247, 
185. 248 

Sections 185. 435, 185. 436, 185. 437, 185. 441, 185. 443, 
185. 448 

Sections 185. 476, 185. 477 
Sections 185. 493, 185. 494, 185. 495, 185. 496 

Regulations 8 (1934)— 
Articles 47, 76 

Regulations 7— 
Sections 178. 390, 178. 501 
Sections 178. 450, 178. 451, 178. 454 

Regulations No. 7 (Alcohol Tax Act) 
Regulations 5— 

Sections 184. 3(1)a (added), 184. 255, 184. 256, 184. 257, 
184. 258, 184. 259, 184. 260, 184. 261, 184. 262, 184. 263, 
184. 264 

Sections 184. 67d, 184. 67e, 184. 130, 184. 131, 184. 133 
Section 184. 151 
Sections 184. 242, 184. 245 
Sections 184. 314, 184. 315, etc 
Sections 184. 336, 184. 337, 184. 338, 184. 341, 184. 343, 

184. 348 
Sections 184. 418, 184. 423, 184. 424 
Sections 184. 445, 184. 446 184. 447 184. 448 

Regulations No. 5 Alcohol Tax Act 
Regulai, ion s 4— 

Sections 183. 3(a), 183. 3(n — 1) (added), 183. 264, 
183. 265, 183. 266, 183. 267, 183. 269, 183. 270, 
183. 270a (added), 183. 271, 183. 275, 183. 277, 
183. 293 

Sections 183. 81, 183. 145 183. 146 183. 148 
Section 183. 170 
Sections 183. 313, 183. 314, etc 
Sections 183. 399 183. 404 183. 405 
Sections 183. 428, 183. 429 183. 430, 183. 431 

Regulations 3— 
Appendix 
Sections 182. 12 182. 13 etc 
Sections 182. 64, etc 
Sections 182. 122, 182. 270 182. 272 
Sections 182. 169 etc 
Sections 182. 392, 182. 393, 182. 394, 182. 395, 182. 397, 182. 398 182. 399 
Sections 182. 455, 182. 645, 182. 646, 182. 648 (a), (b), 182. 787, 182. 822 
Sections 182. 594 and 182. 595 
Sections 182. 928, 182. 929, 182. 930 182. 931 

Treasury Decision 5646 [C. B. 1948 — 2, 194] 
nnual leave, compensation, Federal employee separated and 
reemployed during taxable year 

13261 
13159 
13160 

13260 
13157 
13158 

233 
237 
238 

229 
231 
232 

13137 214 

13184 
13155 
13156 

224 
227 
228 

13204 133 

13154 
13183 
13227 

211 
212 
257 

13181 
13202 
13225 
13203 
13136 

13182 
13152 
13153 
13125 

198 
195 
196 
197 
202 

205 
208 
210 
252 

13200 
13201 
13224 
13135 
13150 
13151 

13169 
13134 
13211 
13199 
13223 

184 
187 
188 
189 
193 
194 

182 
140 
157 
170 
171 

13180 175 

13148 
13243 
13149 
13262 

13192 

177 
180 
181 
135 

13123 220 
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Annuities, regular and additional, payments received hy retired 
F&ederal civil service employee 

Armed forces of the United Slates, chaplains, service pay and 
retirement pay, withholding of tax at source 

Armed forces of other nations, according privileges of free im- 
portation, etc 

B 
Banks: 

Sales of property in satisfaction of debts, capital gains and 
losses 

Use in connection with payment of Federal Insurance Con- 
tributions Act taxes and income tax withheld at source 
on wages 

Borrowed capital, advances by factor 

Brandy, production, Regulations 5 amended 

Business expenses: 
Purchase and maintenance of uniforms, Columbus, Ohio, 

police officers 
Traveling, nonresident alien fulfilling performance contracts 

in Unit, cd States and Canada 

13215 

13217 

13177 

13237 

13255 
13210 
13136 
13152 
13153 
13181 
13182 
13202 
13203 
13225 

13140 

17 

90 

272 

50 

123 
80 

202 
208 
210 
198 
205 
1!&5 
197 
196 

C 
California: 

Contributions by employees under voluritary plan for pay- 
ment of unemployment compensation disability benefits 

Contributions made to Slate pursuant to California Un- 

employment Insurance Act 
Canada, income tax convention, extension to Newfoundland, 

withholding 
Capital gain, testamentary trust, used to pay pecun. iary legacies 

to charitable organizations, dcductibility 
Capital gains and losses; 

Holding period of securities, wash sales 

Sale of farm by life tenant and remaindermen 

Sales of property by banks, etc. , in satisfaction of debts 

Chaplains, United States armed forces, service pay and retire- 

ment pay, withholding of tax at source 
Charitabl'e contributions, capital gain used by testamentary 

trust to pay pecuniary legacies 
Cigarettes: 

Regulations 8 (1934) amended 
Statement of production and removal— 

January through July, 1949 and 1948 
Statement of remov~al of, for consumption— 

June, 1949 and 1948 
August, 1949 and 1948 
September, 1949 and 1948 
October, 1949 and 1948 

Closing agreements, policy and procedure 
Coast Guard reserve officer, coznpensation for service rendered 

as civil service employee 
Coconut oil, termination of suspension, under Philippine Trade 

Act of additional tax upon first dom& stic processing 
I 

Colorado, real and personal properly taxes, accrual 

13172 

13171 

13146 

13209 

13251 
13216 
13237 

13217 

13209 

13204 

13175 

13142 
13205 
13220 
13257 
13240 

13247 

13197 
13250 

33 

27 

58 

59 

51 
48 
50 

90 

59 

133 

267 

267 
267 
268 
268 
100 

19 

131 
44 
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Committee reports: 
Eighty-first Congress— 

Conference (House Rept. 1412) 
House of Representatives Report No. 920 
Senate Report No. 685 
Senate Report No. 831 

Compensation: 
Accrued annual leave, Federal employee separated and 

reemployed during, taxable year 
Coast Guard reserve officer rendering service as civil service 

employee 
Ross Essay Prize awarded by American Bar Association 

Concentrates, volatile fruit-flavor, exemption from tax on 
liquors 

Constructive receipt of income, endowment insurance proceeds 
Contributions: 

Employees, California voluntary plan for payment of un- 
ernployment compensation disability benefits 

Employers and employees in New Jersey, unemployment 
compensation and nonoccupational sickness disability 
benefits 

Made to State pursuant to California Unemployment 
Insurance Act 

Cori o"ations: 
Accrual of 1949 increase in Ncw York State franchise tax 
Accrual of New York State franchise tax for transitional 

period 
Afhliated, denial of election to file separate calendar year 

1949 returns 
Court decisions: 

Breuister Shirt Corp. v. Commissioner 
Commissioner; Brewster Shirt Corp. v 
Commissioner v. Connelly et ux 
Commissioner v. Culbertson 
Commissioner v. 1Vodehouse 
Connelly et ux. ; Commissioner v 
Culbertson; Commissioner v 
Wodehouse; Commissioner v 

Credit, excess profits, borrowed capital advances by factor 
Credits against tax, foreign tax based on earned income 

D 

13282 
13230 
13179 
13231 

18192 

13247 
18121 

18188 
13180 

13172 

13193 

18171 

18178 

18194 

13288 

18210 
18210 
18247 
18189 
18132 
13247 
18189 
18182 
13210 
13147 

295 
285 
282 
289 

13 

19 
13 

269 
86 

28 

40 

41 

55 

80 
80 
19 

5 
62 
19 

62 
80 

110 

Damages, injuries or sickness, disabled seamen, withholding 
tax at source on maintenance and cure (care) 

Death benefit, received by widow of employee of Hawaiian 
Government 

Declaration under penalties of perjury, verification of re- 
turns, statements, and documents 
enmark, income tax convention, Regulations 111 amended 

Department stores employing the retail inventory and elective 
inventory methods, price indices for July, 1949 

Distilled spirits: 
Bottling of tax-paid, Regulations 11 amend d 

Labeling and advertising, Regulations No. 5, Alcohol Tax 
Act, amended 

Production, Regulations 4 amended 

13242 
18181 

( 
18157 
18158 
13260 

13125 
18135 
18150 
13151 
13200 
18201 
18224 

15 

138 
56 

22 
231 
282 
229 

252 
189 
198 
194 
184 
187 
188 
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Distilled spirits — Continued 
Spirits and wines— 

Importation of, Regulations 21 amended 
Rectification of, Regulations 15 amended 

Warehousing, Regulations 10 amended 

13165 
13159 
13160 
13123 
13137 
13155 
1815fl 
13184 

246 
237 
238 
220 
214 
227 
228 
2 

Elective inventory method, Regulations 108 and 111 amended 
Employ'ment taxes: 

Federal Insurance Contributions Act— 
"I'orm 941, " changes effected by use of 
Identification numbers to be shown on Form 941 
Use of Government depositaries in connection v;ith 

payment of employment taxes, Regulations 106 
amended 

Estate tax: 
Gross estate of nonresident alien not engaged in business 

in United States, inclusion of United States bonds issued 
after March 1, 1941 

Release of powers of appointmcnt, Regulations 105 amended 
Transfer intended to take effect at, or after decedent's death, 

Regulations 105 amended 
Excess profits tax, borrowed capital, advances by factor 
Excess Profits Tax Council: 

Normal earnings in cases involving standard. -issue base 
periods other than the four calendar years 1936 through 
1939 

Treatment of abnormalities attributable to extraordinary 
effect of preparation for the war, etc 

Extension of time, annual reports of profit under Vinson Act, as 
amended 

13235 

13254 
13255 

13255 

1324] 
13218 

13195 
132I0 

13252 

13127 

13198 

21 

119 
123 

I23 

113 
115 

114 
80 

87 

F 
Family partnership: 

Father and sons, intent of pari, ics 
Treatment, of members as "related taxpayers" 

Farm, sale by life tenani, and remaindermen, gain or loss 
Federal civil service employee, retired, payments received from 

regular and additional annuity 
Federal employee separated from service and reemployed dur- 

ing taxable year, compensation for accrued annual leave 
Federal Trade Commission, inspection of corporation income 

tax returns 
Firearms, dealers' records of transactions 
Florida, privilege taxes on rentals, admissions, and sales of tan- 

gible personal property 
Foreign taxes, based on earned incornc, credit against United 

States income tax 
Form W — 2 Withholding Statement — 1950, rules for reproduc- 

ing 

13139 
132;39 
13216 

13215 

13192 

13264 
13262 

13249 

13147 

13178 

5 
108 
48 

17 

46 
135 

110 

93 

Gain or loss, sale of farm by life tenant and remaindermen 

Gasoline license tax, Alabama counties, by whom deductible 

Release of powers of appointment, Regulations 
smcndcd 

13216 
I3129 

I, 'I') I 9 117 

48 
25 
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Gross estate, nonresident alien not engaged in business in 

United States, inclusion of United States bonds issued after 
March 1, 1941 

Gross income: 
Compensation, Coast Guard reserve officer rendering 

service as civil service employee 
Inclusions— 

Cash allowance received by Columbus, Ohio, police 
officers for purchase and maintenance of uniforms 

Death benefit received by widow of employee of 
Hawaiian Government 

Retroactive increase in temporary air mail rates, 
accrual 

Ross Essay Prize awarded by American Bar Associa- 
tion 

Partner, sources within and without United. States pos- 
sessions 

Tax refunds 

When included, endowment insurance proceeds 

H 

13241 

18247 

13207 

13122 

13121 

13239 
18246 
18253 
13180 

113 

19 

78 
11 

112 
86 

Hawaii, death benefit received by widow of government em- 
ployee 13207 lo 

Income from sources within United States: 
Nonresident alien author, lump-sum advance payments 

for exclusive publication rights 
Nonresident alien, traveling expenses relating to per- 

formance contracts in United States and Canada 

Industrial alcohol, Regulations 8 amended 

Inspection of corporation income tax returns, Federal Trade 
Commission 

Inspection of returns, Military Renegotiation Policy and Re- 
view Board 

Insurance, endowment policy, election to receive proceeds in 
installments 

Inventories: 
Elective method— 

Price indices for July, 1949, for use by department 
stores 

Regulations 103 and 111 amended 

13182 

18140 
( 13184 

18148 
13149 
13180 
18199 
18211 
18228 
18248 

18264 

18190 

18130 

13248. 
18285 

76 
140 
177 
181 
175 
170 
157 
171 
180 

22 
21 

Legislation: 
Fighty-first Congress— 

Public Law No. 187 
Public Law No. 240 
Public Law No. 261 
Public Law No. 271 
Public Law No. 878 
Public Law No. 434 

18138 
13]88 
13189 
18177 
13229 
13244 

269 
269 
270 
272 
275 
281 
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Liquors and articles from Puerto Rico and the Virgin Islands, 
Regulations 24 amended 

Liquors: 
Fermented malt, Regulations 18 amended 

Wholesale and retail dealers in, Regulations 20 amended 

( 

13124 
13166 
13263 
13162 
13185 

( 
13164 
13226 

249 
247 
250 
242 
241 
243 
244 

Malt beverages, labeling and advertising, Regulai, ions No. 7 
amended 

Maryland, Montgomery County, accrual of real estate taxes 
Medical expenses, contributions by employees in New Jersey for 

nonoccupational sickness disability benefits 
Military Renegotiation Policy and Review Board, inspection of 

returns 
Miscellaneous excise taxes: 

Coconut oil, termination, under Philippine Trade Act, of 
suspension of additional tax 

Stamp tax, issuance of corporate securities termed "promis- 
sory notes" 

Stamp tax, issue of stock to individual partners, applica- 
tion of tax on transfers of rights to receive 

Transportation of persons, exemption from the tax on 
foreign travel 

Mitigation of effect of limitation, family partnerships, treat- 
ment of members as "related taxpayers" 

13227 
13208 

13193 

13190 

13197 

13196 

13174 

18133 

13259 

257 
43 

28 

45 

131 

128 

137 

130 

108 

National Military Establishment Appropriation Act, 1950 
(Public I. aw No. 434) 

Netherlands, income tax convention, Regulations 111 amended 
Newfoundland, application of United States-Canada income tax 

convention, withholding 
New Jersey, contributions by employers and employees for 

unemployment compensation and nonoccupational sickness 
disability benefits 

New York, accrual of State franchise tax on business corpora- 
tions for transitional period 

New York City real estate taxes, accrual 

New York State franchise tax, accrual by corporations of 1949 
increase 

Nonresident aliens: 
Lump-sum advance payments for exclusive publication 

rights 
Traveling expenses incurred in fulfilling performance con- 

tracts in United States and Canada 

0 
Oleomargarine: 

Statistics of production and materials used- 
May, 1949 and 1948 
June, l949 and 1948 
July, 1949 and 1948 
August, 1949 and 1948 
September, 1949 and 1948 
October, 1949 and 1948 

13244 
13131 

13146 

18193 

13194 
13144 
13145 

13173 

13132 

13140 

13126 
13167 
13186 
13212 
13228 
13256 

281 
56 

28 

41 
38 
45 

40 

62 

76 

258 
259 
260 
261 
262 
263 
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Partnerships: 
Family— 

Intent of parties 
Treatment of members as "related taxpayers" 

Gross income of partner from sources within and without 
United States possessions 

Personal expenses: 
Contributions by employees in New Jersey for nonoccupa- 

tional sickness disability benefits 
Contributions by employees under California voluntary 

plan for payment of unemployment compensation dis- 
ability benefits 

Philippines, termination of suspension of additional tax upon first 
processing of certain coconut oil 

Policemen, purchase and maintenance of uniforms 
Possessions of United States: 

Income from, form of return 
Income of partner from sources within and without 

Privilege taxes, Florida, rentals, admissions, and sales of 
tangible personal property 

Public laws: 
Eighty-first, Congress- 

No. 137, granting certain extensions of time for tax 
p'-'r ~oses 

No. 240, exempting certain volatile fruit-flavor con- 
centrates from the tax on liquors 

No. 261, amending Internal Revenue Code to permit 
use of additional means, including stamp machines, 
for payment of tax on fermented malt liquors, etc 

No. 271, according privileges of free importation to 
members of the armed forces of other nations, etc 

No. 378, amending certain provisions of the Internal 
Revenue Code 

No. 434, making appropriations for the National 
Security Council etc 

13139 
13259 

18239 

13198 

13172 

13197 
13236 

13131 
13239 

13249 

13188 

13188 

13189 

13177 

13229 

13244 

5 
108 

28 

131 
24 

56 
78 

269 

270 

272 

275 

281 

Real estate taxes New York City, accrual 

Refunds, taxes, taxable status 
Regulations. (8ee Amendments: Regulations. ) "Related taxpavers, " members of family partnerships 
Reports of profits, annual, extension of time for filing under the 

Vinson Act, as amended 
Reproduction of Form W — 2, Withholding Statement — 1950 Returns: 

Affiliated corporations, calendar year 1949, denial of election to file separate 
Corporation income tax, inspection by Federal Trade 

Commission 
Federal Insurance Contributions Act taxes and income tax 

withheld at source on wages 
Information, extensions of time for filing 
Inspection by A~filitary Renegotiation Policy and Review Board 
Verification, declaration under penalties of perjury Ross Essay Prize awarded by American Bar Assocration, taxable 

status 
Royalties, nonresident alien author, lump-sum advance pay- ments for exclusive publication rights 
Rum, denaturation Regulations 16 amended 

18144 
18145 

13253 

13259 

13198 
13178 

13238 

13264 

13254 
18131 

18190 
18242 

13121 

( 
13132 
13161 
13266 

38 
45 
11 

112 

108 

137 
93 

119 
56. 

45 
138 

13 
62 

240 
239 
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S 
Sales, banks, etc, , satisfaction of debts Seamen disabled e, wage payments and maintenance and cure (care), withholding of tax at source 
Securities, wash sales, determination of holding period- Spirits and wines, rectification, Regulations 15 amended 
Stamp tax. (Bee Miscellaneous excise taxes. ) 

13237 

13222 
13251 
13261 

50 

92 
51 

233 

T 
Tax Court of the United States, The: 

Decisions of, list of acquiesccnccs and nonacquiescences 
Taxes: 

Colorado real and personal property accrual 
Contributions made to State pursuant to California Un- 

employment Insurance Act 
Contributions to New Jersey unemployment compensation 

fund and to State disability benefits fund 
Florida privilege, rentals, admissions, and sales of tangible 

personal property 
Montgomery (:ounty Md. real estate accrual 

New York City real estate, accrual 

New York State franchise, accrual by corporations of 1949 
increase 

New York State franchise, business corporations, transi- 
tional period, accrual 

Refunds, taxable status 

Tobacco: 
Regulations 8 (1934) amended 
Statement of manufactured, produced and removed, by 

classes— 
January through May, 1949 and 1948 
June, 1949 and 1948 
July, 1949 and 1948 
August, 1949 and 1948 
September, 1949 and 1948 
October, 1949 and 1948 

Transportation of persons, exemption from the tax on foreign 
travel 

Traveling expenses, nonresident alien fulfilling performance 
contracts in United States and Canada 

Trusts, testamentary, capital gain used to pay pecuniary 
legacies to charitable organizations, deductibility 

13258 

13250 

13171 

18193 

13249 
13203 
13144 
13145 

13173 

13194 
13246 
13253 

13204 

13141 
13163 
13187 
13213 
13233 
13265 

13133 

13140 

13209 

44 

27 

31 
43 

40 

41 
11 

112 

264 
265 
265 
265 
266 
266 

130 

76 

59 

Uniforms, purchase and maintenance, amounts received by and 
amounts expended by Columbus, Ohio, police officcrs 13236 21 

Verification of returns, declaration under penalties of perjury 
Vinegar, production, Regulations 19 amended 

Vinson Aet, , as amended, ext&'nsion of time for filing annual 

reports of profit 
Volatile fruit-flavor con&entratcs, exemption from tax on liqriors 

W 

Wash sales, determination of holding period of securities 

Wine, Regulations 7 arumided 

13242 
13163 

13198 
13168 

13251 
1315 l 
13163 

136 
242 

137 
269 

51 
211 
212 
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Withholding of tax at source: 
Cash allowance received by Columbus, Ohio, police ofFicers 

for purchase and maintenance of uniforins 
Disabled seamen, wage payments and maintenance and 

cure (care) 
Extension of United States-Canada income tax convention 

to Newfoundland 
Service pay and retirement pay of chaplains in. United 

States armed forces 
Use of banks in connection with income tax collected at 

source on wages, Regulations 116 amended 
Wages, returns, Regulations 116 amended 

Withholding Statement — 1950, Form W — 2, rules for repro- 
ducin g- 

18286 

18146 58 

18217 90 

18255 
18254 

128 
119 

18178 98 

18222 92 
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